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As Director General of Telecommunications I am required, by

section 55 of the Telecommunications Act 1984 (the aAct), to make

to you an annual report to 31 December in each year on my

JrEEER

activities and the activities of the Monopolies and Mergers

s

Commission (MMC) in go far as they relate to references made by

me. This Report covers the period 1 January to 31 December 1893.

In the first part of the Réport I comment on our progress in key

areas during 1993. I also outline our plans and ambitions for
1994 and beyond. Part 2 describes OFTEL’'s activities during the
year and Part 3 contains the reports of the six statutory advisory

committees on telecommunications.

e
s

No references were made by me to the MMC during 1993.
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PART ONE

DIRECTOR
GENERAL'S

STATEMENT

CHOICE IN PROSPECT

1.1 This is my first Annual Report as Dlrector GeneraI of Telecommumcatlons

When 1 took up office in Aprl] 1993 my first 1rnpresszon was of joining an ' '

industry in some turbulence — one reshaping and redefining itself to cope wrth

the huge changes takmg place, As the regulator, OFTEL was: facmg some major - -
decisions fundamental to delivering a new age of full- competltron Ifound - -
OFTEL in good heart, with a positive and enthu31ast1c staff. And I would liketo

‘take this opportunity to thank my coHeagues for theu‘ welcome thelr hard work-
and support to me in my first nine months C

1.2 In this changing industry, we had to address a basic ‘quest’ionz:-’k’How. would

anyone know whether the Director General and OFTEL have done a good }’ob'?” o
While dealing with the immediate issues of the day, we started formulatmg a -

view on the answer to this question. Clearly the answer is the key to how OFTEL :
itself should be organised and, its resources depioyed '

1.3 One aspect I was clear about —our goal The focus must be on the customer
arid I have already started to re-organise OFTEL to reflect this. OFTEL's efforts,
and the costs incurred, can only be justified if all telecommunications customers

- both business and residential — reap substantial ‘benefits. By this I mean that

they gain not only from cheaper price's but also by having access to the rangeand

quality of services that fully meet their needs and expectations. In other words
customers should get the best possible deal in terms of quality, choice and value
for money - one of my duties under the Telecommunications Act 1984,

1.4 The interests of customers as the first priority is closely followed by the
national economic interest - although that is consumers again in the end. While .
- an open competrtlve market attracts mward mvestment UK providers geared to
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respond to customers’ demands wﬂl compete more effectrvely m the g]obai,' S
telecommumcations market '

15, How do we judge 'Whet’her‘OFTEL is succeeding? Here we will rely

' principally on the views of customers and their comparatrve experiences of the L
telecommumcatwns market,, Informatton from all groups of customers - from" o '
large businesses to those only just, able to afford a telephone — will be needed to - B o
measure our progress and pmpomt how OFTEL can better serve the Customer I;i f I'E'; '

w1]1 return iater to the present problem of the poverty of 1nformatron R

1.6 What means does OFTEL have for achlevmg our goal? The most effectlve k “' x

means I have is prornotlng Competltron ThlS willlead to real choice - by which 1.

mean there should be three or more servrce prov;ders knockmg at the door Sirie
offering a full range of services at a tariff structure of their choice. Competmg: S
infrastructures are crucial to our goal but, buﬂdmg ‘networks ‘is ‘slow. and._f :

expensive. Although new Competltors are coming up with mnovatwe techmcal

and business solutions, new entrants are not yet delivering the range o'f choice I 3
.am looking for. We cannot relax merely because licences have been issued and - -

promises made. Certarnly the prospects look very promlsmg but we still have a_.‘, i
long, 1ong way to go. : Co ‘ i
1.7
may also consider setting entty terms to reduce such barriers to new operators §
where' this will: result in the building of sustainable and efﬁuent competltwe :
businesses. However, where competition is limited or not p0551ble, regulation is :

still needed. This regulation must be enough - but no more than is needed ~to

simulate competltlon

1.8 In future Annual Reports I intend to offer an assessment of OFTEL’" :

progress towards our goal. would apprecrate views from telecommumcatlons, o

customers and prov;ders of serv1ces — OTTEL's customers —on the goal I have :

' set and the way I'intend to achieve it. I intend, as far as poss1b1e to adopt an:k: e
open approach to regulation and would welcome a chaﬂengmg debate on our ‘
-goal, on the means being depioyed and on our rate of progress. o

1.9 ‘As a starting point for this debate this statement offers an assessment of
progress in 1993 and sets. out some objectives for 1994 and beyond on which I
will report next year ' :

. Progress in 1993

Introduction of competitibn '

1.10 ‘Uppermost in most operators’ minds — and OFTEL’s - are the conditions
of interconnection to BT’s networks. This is a complex and difficult area but one
which must be tackled if competition is to grow. An increasing number of

OFTEL has a central role to play in: removmg barriers for new entrants We: i



- systems offering an expanding range of services will need interconnection. We
“have set out four fundamental criteria. First, there must be transparency of

process.and practice in setting interconnection charges. Second, charges must be

efficient and sustainable. Third, there must be no undue. discrimination. And -

fourth, the system must inspire confidence in the operators in the market.

1.11 Transparency is as important as technical solutions. The industry can only =

have confidence in the regime if it is sure that BT’s interconnection charges are
soundly based on relevant costs; properly allocated. Interconnectmg operators

must be able to see — through accounting separatlon of BT = a clear trail from’

costs to charges. Our discussions with BT are well advanced. We hope to see

some form of separate accounts for the 1993/94 financial year and full separate
accounts for 1994 /95. We hope these will pass my test: that they show BT’s retail
operations are at arm’s length from the network and that they buy in network
services at the same prices and under the same conditions as all other operators. . -

1.12 OFTEL too must become more tra.nsparen{“and opér_hrninded. [ am -

committed to ensuring that the regulation process itself is conducted as far as
possible in public, For the first time we included an explanatory guide with the

 BT/Mercury determination of interconnection charges published in December. '

' Earlier, in October, we hosted an Industry Workshop ~ a first for OFTEL in this

area — to discuss a new interconnection regime. This proved very productiveand .

we were also able to. listen to operators with experience beyond the UK. The

success of this workshop encouraged us to carry on with a continuing series of

meetings and workshops with operators.

1.13 One issue that has emerged strongly is the basis of charges for
interconnect services. At present we have ‘per minute’ charges based on BT's
tariff structure. So, when BT decides to introduce a weekend tariff, the

interconnect charge follows suit. In line with our ‘open ‘mind’ commitment, we’

would welcome any contributions and alternative proposals which will facilitate

the emergence of a sounder basis for charging and pricing interconnection. There -
is clearly nothing that has got beyond the concept stage yet and we have alot of

work to do here in 1994,

Numbering

1.14 Another series of issues on the minds of competing operators is = '
numbering. In a competitive market the allocation of numbers must be fair, and - -
seen to be fair. It is for this reason that OFTEL is taking over the administration of

UK numbering from BT and I have put plans into action to achieve this.

115 We approach numbermg issues with one guiding principle. Numbers area
national resource which should be used for the benefit of customers, rather than

operators. That means no branding of numbers by operators. Number portability -
will have a key role in putting these principles into practice. Why should the
customer not keep khis number, if he wishés, and take it with him if he chooses to

CHOICE IN

PROSPECT
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move to another operator? We made considerable progress towards number
portability in 1993. Number portability will do much to overcome inertia and
make real choice available for many more customers.

1.16 In December we announced the formation of the Numbering Administra-

"tion Unit. This unit, set up under OFTEL’s former Technical Director, will speed

up the solution of technical and commercial aspects of numbering, as well as
having responsibility for allocating blocks of numbers to all operators.

1,17 Finally on the numbering side, in 1993 we started looking in detail at

directories and directory information. All subscribers need access to comprehen-
sive directory information. For fair and effective competition between operators,
all operators must have access on equal terms to the information which they
need to provide directory services. No operator should gain unfair advantage
through controlling numbering information. We are particularly anxious to take
account of consumers’ concerns on this issue. We know people are concerned
about how third parties might use their directory information and we will want
to ensure that there are effective safeguards against misuse of that information.

Licensing

1.18 I was pleased to see the first new public telecommunications operator

(PTO) licences in the post ‘duopoly’ era granted in 1993. Some of these offer real

‘prospects of choice to a wide range of customers — including domestic customers.

1.19 OFTEL dealt with a number of licence compliance cases during the year.
When we looked at these we felt that OFTEL must be far more proactive in
ensuring licence compliance in future. There are three reasons for this. First, if
the present regime can only provide a real sanction after an order by the Director
General and the burden of proof is on the Director General, then the earlier
investigations start, the better. Second, the knowledge that OFTEL will be more
proactive will in itself help solve the problem. Third, customers seem wary of

. coming forward with cases. In recent years very few investigations have been

prompted by customers so OFTEL must fill the void.

Services to customers

1.20 Before I go on to talk about OFTEL’s initiatives for customers in general
and for specific groups, let me repeat that the best service OFTEL can offer the
customer is promoting competition — that is, working through the rather arcane
issues of licensing, interconnection and the like. What will that bring customers?
A good example in 1993 was competition in the mobile sector. A third mobile
operator — Mercury One-2-One ~ started offering service in September, I found it
very interesting that with three operators in the market, there was suddenly a
flood of information in the media giving comparable tariffs and helping
customers choose the mobile to suit them. The companies dropped prices and
ran aggressive marketing campaigns to sell their services to potential customers,



This had the look of a truly competitive marketplace. And the same was
happening in towns and cities where cable companies began to market more
etfectively.

1.21 But these are examples benefitting relatively few customers as yet. In the
meantime, OFTEL has obligations to all customers. Here is some of what we
achieved in 1993.

1.22  This year the new price control regime started. At a time of low inflation
this meant that RPI—7.5% called for real cash price cuts — amounting to over
£500m for 1993 /94. We particularly welcomed the new weekend rate as it helps
the residential customer who has not in the past benefitted from price cuts as
much as the business customer. This and the prospect of a simpler tariff structure
looked to us like welcome evidence of the efforts BT is now making to listen to
the customer.

1.23  Another new tariff we agreed with BT was the Light User Scheme. We
believe this is a far better scheme than its predecessors. Many more people will
benefit. For those who find it hard to afford the service, the reduced cost of
staying on the network if they make few calls will, we hope, tip the balance in
favour of the telephone ~ to the benefit of all network users.

1.24 For some years OFTEL has been urging BT to improve its complaints
handling procedures and I formally approved the improved service under the
Competition and Service (Utilities) Act 1992 at the end of the year. OFTEL also
looked at its own complaints handling and put in place a number of changes
designed to give a better service. How well we serve our customers is an
important part of judging our success.

1.25 This year we saw a considerable reduction in the number of representa-
tions to OFTEL, especially those about disputed accounts. I am confident that to

some extent this reflects technology delivering what the customer needs. The

* increasing availability of services such as itemised billing and call-barring has at
last given the customer some control over his or her bill. It seems likely that the
downward trend in complaints will continue in future years.

1.26  OFTEL’s complaints handling was one of a number of areas looked at by
the Committee of Public Accounts following the National Audit Office report
published earlier in the year. I appeared before the Committee within a few
weeks of arriving at OFTEL. I found the points they raised helpful in formulating
my plans for OFTEL and in many respects their views accorded exactly with my
own. For example, obtaining comparable data between operators and undertak-
ing market research into the views of customers are both high on my list of

priorities too. Many of their recommendations are already in place or well in

hand.

CHOICE IN
PROSPECT
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1994 and beydnd '

1.27 In this part of my statement I w111 hlghhght some of my plans and

~“ambitions for 1994 and beyond. Some are new initiatives and others are further:

stages of processes begun in 1993 At the heart of all is our goal of ach1evmg the o

~best possible deal: for the customer

Development of competltlon in 1994

1.28 " Tam very much alert to the danger that regulatory procedures themselves‘ ‘

' may form a barrier to development and mnovauon For instance, an area we will
be-looking at closelyi in 1994 is the hcensmg process. The more operators there -
are, the more licences OFTEL has to monitor, and amend to cope with change.
'Technologlcal and other deveiopments may mean similar ad]ustments are

needed in many - different licerices. At present thls is a Iengthy - and costly -

'regulatory process so we will be explormg ways to streamlme the procedures

129 Another aspect' of reducing  regulatory barriers is to remove anyi

‘unnecessary restrictions on the use of the network. In a market progressing

towards full competmon the regime needs to ad_apt and deregulatlon must be

‘kept on the agenda '

1.30 In 1994 we will take a further step aimed at speeding up the tegulatory |

- process. OFTEL will publish a booklet for our own unique group of clients ~ the

licensees — advising them on how to do. busmess with OFTEL. New entrants may
be able to save time and effort when they understand at the outset how OFTEL -
works. If they know what they can expect from us - and what we expect from
them - then we can deliver a better and faster service. We will also be relying on

‘feedback from our clients about our performance and whether they believe we
- are achieving our objectlves

1:31. 1 have already referred to the importance 1 place on the role of
interconnection in- delivering choice to customers through more competition. We:.

‘see the ‘way. to ‘overcoming the barrlers and meeting the four criteria mentioned

_earl_ler as a three-stage process. This began with the BT /Mercury determination

" in December 1993. From this determination an interim list of interconnection

charges for conveyance and connection will be drawn up. The list will enable
other operators to form their plans and reach agreements with BT without the'

" delays and uncertamties _whmhhave been a feature of the past.

I 3'7 Operators have generally welcorned this approach aithough we . all

recognise that there are stﬂl some pract1ca1 difficulties and operatlonal details to '

be worked out. In addltron there are some interconnection services not covered -

by the BT/ Mercury determlnatlon

1.33. The next _stage will be. to form a new standard list of interconnection
services soundly based on transparent cost allocation procedures and backed up



progreséively by accounting separation We will work tyow‘vérdsk this throﬁghOut

- 1994. These advances are being achieved through a process of consultation and o
discussion with the industry. I would like to record my. thanks to BT and other. . |

operators: for their- willing and constmctlve partmlpatlon in carrymg ‘the .

programme forward

1.34 The new arrahgeméhts Will go far ‘m me’etiﬁg Our critéria of 'trah‘sparéncy‘:

to ensure that when BT changes its retarl tanffs as a result of reductions

of conveyance charges — whether permanently or for SpEClal offers - other' :

operators have equa} access o the reductrons .

1.35 Although most of the attention on mterconnectlon has centred on the key i

issues surroundmg Charges there is a range. of other 1ssues 1mportant for

ensuring a competitive market, T have already discussed two. major numbermg ﬁ

issues — the ownership of numbers-and number portability ~ and I expect to see

real progress on these'in 1994, T would like to mention the work of the Network - :

~ Interfaces Co-ordination Commlttee (NICC). This i is the body w1th the vital task
of reducing technical barriers. Many services such as number portablhty require’

co-operation between operators on technical spec1f1cat10ns for interfaces. I have

asked NICC to draw up a new; more focussed programme for 1994:

1.36 Overaﬂ 1994 will be a year wherl We aétively’atta'ck"barriers to éntry In

addition to issues already discussed we will be reviewing in detail several areas

- where barriers may ‘exist. These mclude the resale market, the approval regime
and, depending on the outcome of an OFTEL survey, BT's competmve pract1ce5»

and licence compliance standards ' :

1.37 " Thave alre_ady mentioned my:be}iezf that OFTEL should jBey more prOacti\}é '
~in ensuring that operators comply with the terms of their licences. In 1994 we:
will put this into practice wherever possible; Checking that cable operators are

meeting therr build obhgatrons is one example.

1 38 We will also be more: proactrve in 1den’c1fymg and dealmg with anti-
compe‘atlve behavrour We will be looking more carefully at pr1ce notiﬁcatlons'

undue discrimination provrsrons in hcences w11] be monitored for comphance To

“support this more proactlve approach OFTEL will take steps to i 1mpr0ve the way

it handles complaints .from operators who ‘believe other operators are not
complymg w1th therr hcences ‘

. Services to customers in 1994

1 1.39  1said at the beginning that we need to test whether we are sﬁcéeeding in
our goal of bringing substantral gains for the customer. One way we intend todo
this is by looking at the deal customers get in the USA and France compared with =~
the UK. We have chosen the USA because the market structure is close to the

PROSPECT
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UK’s but there, we believe, the network is better used in the interests of
customers. France provides the most advanced services ih the European Union
but the ‘market structure is very different from the UK. These comparisons will
focus on the availability of services to the customer. '

‘140  But we will not be reaching our goal if only certain segments of the market

benefit from competition. In 1994 we will look at the groups of customers, areas
of the country and sets of services where there may continue to be little or no

- choice. Where new entrants” business plans do not offer any solution we WIH

consider what can be done to improve the market conditions,

1.41 How do we assess the spread of competition? This brings me back to my

~ concern about shortage of information. I have been struck by the lack of high

quality information of all types — to the customer and about the customer — in the
telecommunications industry. So an important challenge for OFTEL in 1994 is to
improve our information base.

142 Weare looking for more feedback from all customers. We will be boosting
~ our own market research efforts but we will also rely on a personal dialogue with

customers, the views of customer groups such as the TMA and TUA, and
information gained from the complaints we receive. In this initiative, I see my

* Advisory Committees playing an important part in focussing on customers and

taking up a crusading role where appropriate.

1.43  We are also making progress on information flowing the other way - to

_ customers. An initiative set up with the industry should lead to comparable

statistics on key performance indicators for the networks being available from
next year. We would like to see this extended to a whole range of comparable
statistics 80 customers can make an informed choice. Another valuable source of
information for customers is the codes of practice that operators are required to
publish. OFTEL will be rev1ewmg these to see how well BT’s code and others

~work in practice.

1.44 Collecting'information is not the whole story. Another important element

will be to monitor the effect of OFTEL’s individual policies and projects — again
with our goal firmly in mind. Only when we have high quality information in all
these areas can we press for improvement with confidence.

145 -As a starting point to looking at how competition is developing, we have

begun to consider its impact on six customer groups. We will be refining this
segmentation in 1994 but it is worth recording some brief initial thoughts based
on research from various sources.

1.46 The first group is large business customers. Qur early research suggests
that some large customers believe that BT is held back from offering them what

- they want. These constraints arise in part, they believe, from the regulatory

regime. For example, they consider prices are artificially high bearing in mind
they are bulk buyers.



1.47 The next group is small and medium sizec businesses. This is the group
OFTEL has targetted particularly with information on the National Code Change
(16 April 1995).- We are concerned that we make every effort to minimise
inconvenience and expense by urging them to think ahead about adapting their
equipment and changing stationery, signs, and so on. -

1.48 The third group is the bulk of domestic customers. In 1994 we are hoping -

to see real progress with the telephone preference scheme to combat unwanted

sales calls. Research has shown that this measure would be welcomed by most '

domestic customers,

1.49  The next group is the ‘just affordable’. They have seen some progress in
1993 with the new low user scheme. We will be looking at the question of social
obligations in the future — an issue [ will return to later on — which may affect
many in this group.

1.50 My fifth group is disabled and elderly-customers. I have a particular duty
to promote the interests of this group. They will benefit from many of our plans
for getting a better deal for customers but they still have many concerns. An
example is how many profoundly deaf people can, or choose to, use Typetalk.

1.51 It is very difficult to obtain information about my final group — the
unphoned. We need to address two questions: do they want to be on the network
and what needs to happen for them to join? I am firmly of the view that the value
of the network increases for everyone as more people join so this is an area we
will be examining closely '

Laying the foundation for the longer term

1.52 The prospect of ‘video on demand’ services which arose during 1993
highlighted an important issue for OFTEL and the regulatory regime - the
convergence of telecommunications, information and entertainment. We are

currently looking at the likely impact on the industry of multimedia conver-

gence. This work will lead me to take a view on the appropriate scope of business
for OFTEL and what regulatory changes would be desirable. We intend to

contribute actively to this debate even though certain aspects of it lie beyond

OFTEL's jurisdiction.

1.53 OFTEL must also consider another characteristic of the modern

telecommunications market — its growing internationalisation. UK operators are .

increasingly international companies and have important interests around the
world. Many of their major customers are multinational businesses. But OFTEL’s
jurisdiction is the UK. To support UK licensees effectively we must therefore
understand their global ambitions and make sure that our policies and decisions
dovetail with the international regulatory scene. We cannot achieve this unless
we develop a dialogue with licensees on their overseas plans and also with other
regulators, such as the FCC in the USA, on their policies.

CHOICE IN
PROSPECT
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1.54 Sociai provision inthe UK isar area Whefe thenature of OFTEL's role isless

" clear. We will begin a review in 1994 of the fundamental questions raised by this

issue before we come to a view on what should bé done. We will consider the
- extent to which OFTEL should actively promote social objectives and what level of
~ social provision is desirable. One central qﬁestion is how social provision, if it is

desirable, should be funded. Should it be an obligation on network operators,

- funded through the network - and so by all telecommunications customers — or
. should it be funded through general taxation? We have to consider the;posmon of
. ‘social obligations in an increasingly competitive market and whether their
‘ 'pr0V1s1on might cause a distorting effect. Another point to consider is whether
- other bodies more directly involved with groups affected, such as elderly and
- disabled people and those who have difficulty affording a telephone, are better
% ""placed to view telephony as'a right or at least a basic necessity. Thisis a complex '

1ssue and will need very careful cons1derat10n

L 1' 55 Fihally, there are our ldnger -term plans for interconnection. The consulta-
' tions so far have raised fundamental questions on the concepts of what are the

* costs of interconnection services, on the appropriate structures for the charges

, _derlved from these costs, and on what are the boundaries of the services to which -

. interconnection and its regulatlon should apply OFTEL is approaching these
- questions with an open mind. We must recognise that we are in a dynamic, fast-

moving mdustry where the effects of technological and market developments

‘bring about constant change. Our aim will continue to be to look for the greatest
* benefit for customers in securing for them qu‘ality,’choice and value for money.

156 1 do not think it rlght for OFTEL to rush into ]udgement on these difficult

and interwoven issues. I am determined to build further on the consultative
arrangements already established and working well, I will make sure I have a
good understanding of the diverse interests of the various participants. This

- programme has' already started with discussions on alternative costmg and
charglng concepts which mlght be apphed in the future.

157 To con’clude'l wOuld like to return to a remark I made earlier. The future
prospects’ both for compeutlon and for customers look encouraging. But there is

still a long way to go and much work to be done. My team at OFTEL and I are

‘determined that 1994 will be a watershed when increased competition will be

much closer to a reality in the market, and will be delivering substantial benefits
for many, many more customers,



CHRONOLOGY
OF EVENTS AT

OFTEL IN 1993

JANUARY

Mrs Jean Gaffin was appointed as Chair of OFTEL’s Advisory Committee on
Telecommunications for Disabled and Elderly People (DIEL).

FEBRUARY

The Director General reached agreement with BT on the future control of BT’s
private circuit prices. The licence amendment was advertised in September
and made in December.

OFTEL'’s annual comparison of the cost of a basket of residential and business
telephone services showed BT’s position slightly worse for residential prices
and better for business prices compared to France, Germany and Italy.
OFTEL chaired the first meeting of the National Code Change Forum. Forum
members came from operators, and organisations representing users and
manufacturers,

Following discussion with OFTEL, BABT began incorporating in all new
approvals of mobile handsets a condition that alteration of the electronic
serial number (ESN) would mean the handset concerned is no longer
approved.

MARCH

The amendments to BT’s licence bringing into effect the new provisions
controlling the cost of the basket of BT’s main prices, including the RPI—7.5%
formula, was signed. An amendment requiring BT to publish details of
interconnection agreements also came into force.
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OFTEL published the first results from the cellular drive-round survey
measuring the quality of service, from the customer’s viewpoint, on the
cellular networks.

The National Audit Office published its report on OFTEL.

APRIL

Don Cruickshank took up his appointment as Director General of
Telecommunications.

Miss Moira Black was appointed as Chair of the English Advisory Committee
on Telecommunications (ENACT).

MAY

OFTEL published a report on the feasibility study looking into proposals for
setting up a specialised agency for handling emergency calls. The study
showed the benefits would be marginal.

The Director General appeared before the Parliamentary Public Accounts
Committee and answered questions relating to the NAO report published in
March.

JUNE

The Director General confirmed that the price changes — reducing some
international calls and adjusting various discounts — announced by BT early in
June fulfilled its licence obligation.

Four new organisations were appointed by the Director General to make or
break connection between call routing apparatus and the public networks.
OFTEL published a consultative document on interconnection and accounting
separation. Under the proposals there would be separate accounts for BT-
Network and BT-Retail with BT-Network charging BT-Retail’s competitors no
more than it transfer charges BT-Retail itself. The overall aim is to give BT’s
competitors confidence that the price they pay for interconnection is fairly
based on the costs incurred by BT.

Views on future numbering options were asked for in a consultative
document which put forward proposals for using the first digits 2 to 9 after the
extra digit 1 has been inserted after the initial zero for all area codes on
PhONEday (16 April 1995).

Progress was made towards BT and Mercury achieving formal approval for
their metering of telephone charges so that customers can have more
confidence in the accuracy of their bills. OFTEL published BABT’s third report
giving details of steps taken.

Kingston Communications in Hull was included in the meter approval
scheme through an amendment made to its licence.



JULY

OFTEL launched an enquiry into the provision of directory information.
OFTEL published a consultative document on the operation of BT’s Signatory
Affairs Office (5AQ0).

OFTEL completed the modification of the first batch of broadband cable
licences to enable operators, among other things, to convey voice telephony
in their own right,

AUGUST

The new price control period began on 1 August. Inflation for the year ending
June 1993 (the figure for RPI in the formula) was just over 1.2% which meant
BT had to reduce its prices for the new control year by 6.36% under the RPI-
7.5% formula (allowing for a small adjustment carried over from the previous
control year).

The Director General announced that he had made a determination after
concluding that BT had unduly discriminated in favouring its own business
compared to interconnecting operators over the ‘Sunday Special” tariff.

The first stage of an investigation of complaints about Mercury Personal
Communications Ltd (MPCL) was completed. The Director General concluded
he would not be justified in making a determination that MPCL had shown
undue preference to its direct services business over independent service
providers in access to its services and supplies of handsets. He required more
information on a further complaint about unfair cross-subsidy of handsets. The
new PCN service (Mercury One-2-One) was launched early in September.
The cost-benefit analysis on number portability carried out for OFTEL by
NERA was circulated to telecommunications operators as required under BT’s
licence, Recipients were asked for their views on the analysis.

The Director General accepted the advice of the 999 Review Group not to
proceed with a specialised agency for handling emergency calls. BT and
Mercury agreed to offer 999 services to other operators on an agency basis to
maintain the high quality of the UK’s emergency call service.

SEPTEMBER

OFTEL published a consultative document on calling line identification (CLI).
Views were asked for on various aspects of CLI but particularly on the privacy
issues raised.

The second set of results from the cellular drive-round survey were published
showing an improvement in quality of service on both networks.

OFTEL published a new booklet ~ A Guide to Data Communications.

In Europe, the ACTE (Approvals Committee for Terminal Equipment), in
which OFTEL participates, adopted the first two CTRs (Common Technical
Regulations) — 5 and 9 on GSM access and GSM telephony.

CHRONOLOGY
OF EVENTS
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OCTOBER

OFTEL held a workshop - the first of its kind ~ on interconnection issues.
Delegates from 18 different telecommunications operators representing a full
cross-section of the industry attended. A summary was published later in the
month.

The Director General announced the appointment of Dr David Leakey as
Chair of the Network Interfaces Co-ordination Committee and emphasised
the importance of the Committee’s work in breaking down technical barriers
to competition.

OFTEL hosted a press conference to highlight the preparations customers
need to make for the Naticnal Code Change (NCC) on PhONEday (16 April
1995). Three new booklets were published and widely distributed to help, at
this stage, business customers.

The Director General announced that the cellular drive-round survey would
be discontinued after the third survey principally due to Vodafone’s
unwillingness to contribute towards a cost over-run. The third - and final -
set were published at the beginning of December.

The Director General visited the European Commission in Brussels where he
met the Director General in charge of DGXIII (Telecommunications, Informa-
tion Industries and Innovation) and DGIV (Competition).

NOVEMBER

The Director General noted BT’s price changes introduced on 1 November,
Together with reductions to multi-line connection charges announced earlier,
these represented an average decrease of 2.03% in the basket, leaving BT with
cuts averaging over 4% to make in this control year.

Peter Walker was appointed as OFTEL’s new Technical Director with effect
from 1 January 1994.

Don Cruickshank and three senior OFTEL staff went to the USA. They visited
the FCC, other official bodies and telecommunications operators.

The Director General spoke at the Telecommunications Managers’ Associa-
tion Conference. His message was one of real competition with
telecommunications companies offering a choice of services that customers
want,

The cost-benefit study of equal access carried out for OFTEL by KPMG was
circulated to telecommunications operators and others, Views were sought on
the methodology proposed.

DECEMBER

Plans were announced for setting up a Numbering Administration Unit
within OFTEL to take on responsibility for the UK Numbering Scheme when
this passes to OFTEL in 1994.



OFTEL published the BT /Mercury determination. The determination covered
the rates Mercury pays BT for the conveyance of calls and for connections. For
the first time, it also set out the level of access deficit contributions payable by
Mercury and other operators, and the Director General’s decisions on access
deficit contribution waivers for Mercury. Later in the month Mercury started
legal proceedings but OFTEL believes the determination complied with the
conditions of BT’s licence.

The Director General set out OFTEL'’s policy on various current issues such as
‘video on demand’, interconnection, numbering and ‘asymmetry’ at the
Financial Times Conference on World Telecommunications.

OFTEL held a meeting on interconnection issues which focussed on the
relationship between costs and interconnection charges.

The Director General modified BT's licence to include the new price control
rule for BT's private circuits.

The designated standard for meter systems was revised to make it possible to
apply it to any public network.

The third - and final - set of results from the cellular drive-round survey were
published. They were very similar to the second set.

The Director General determined that neither PCN operator - Mercury One-
2-One and Hutchison Microtel — should pay access deficit contributions
(ADC) to BT.

The Director General reached agreement with BT on its new Light User
Scheme aimed at helping customers who make very few calls and those who
find it difficult to afford telephone service.

The Director General approved BT’s complaint handling procedures as part of
the Citizen’s Charter legislation.

The ACTE adopted three more Common Technical Regulations (CTRs)
covering Digital European Cordless Telecommunications (DECT) and some
aspects of leased lines.

CHRONOLOGY

OF EVENTS







PART TWO

OFTEL'S
ACTIVITIES

TOWARDS MORE COMPETITION

interconnection and accounting separation

2.1 The terms and conditions under which other operators are able to
interconnect with BT’s network are central to the further development of
competition in the UK telecommunications market. Through more competition
OFTEL aims to deliver its key policy objective of the best possible deal for the
end user in terms of quality, choice and value for money.

2.2 New operators must be able to offer their services quickly and confidently.
They must be allowed to develop the services under conditions of equal
opportunity between themselves and in competition with BT’s retail services.
OFTEL therefore took a number of steps in 1993 to increase the transparency of
the present system and to streamline procedures. Through a process of public
consultation with interested parties, OFTEL began to develop changes to the
system which provide a yet greater level of assurance that the terms and
conditions of interconnection (both price and non-price) are fair and applied
without undue discrimination.

Increased information

2.3 In March 1993, BT’s licence was amended to require it to publish either full
interconnection agreements or a description which would enable a third party to
calculate the charges contained in the agreement. This licence change comple-
ments OFTEL’s own commitment — given by the then Director General in his
June 1992 statement — Policy on Separation and Interconnection — to publish with
the terms of its interconnection determinations the reasoning behind them. This
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commitment was put into effect with the publication in December of the
BT /Mercury determination (see paragraphs 2.16-2.21). These two measures
enhance the transparency of interconnection arrangements. They enable
operators, for the first time, to understand what arrangements other operators
have reached and how OFTEL has reached its determination decisions,

2.4 OFTEL believes however that further changes are needed to establish the
confidence necessary for an interconnection regime that will best serve the
interests of competition in the multi-operator telecommunications market now
rapidly developing.

Public consultation

2.5 In June 1993, OFTEL published a consultative document — Interconnection
and Accounting Separation. The document set out four fundamental criteria,
essential for interconnection agreements:

O Arrangements should be transparent in the sense that charges should be
published and operators should understand how charges are derived
from costs

O Charges should be efficient and sustainable

O Arrangements should not be unduly discriminatory either between
competing operators or between BT and other operators

O Sufficient information should be available to give operators confidence
in the arrangements reached.

2.6 OFTEL proposed that these criteria could best be met by the production, for
these accounting purposes, of separate accounts for BT's Retail, Network, and
Access activities. The costs of network elements which operators wish to
purchase and the charges paid for them would be shown in the Network account
backed by a transparent cost allocation process. This would enable operators to
be confident that the charges they pay for network elements are based on the
relevant costs incurred by BT in providing them. The network account would
show that BT’s retail operations were paying, without undue discrimination,
charges for the use of the network raised on the same basis. OFTEL intends that
the new interconnect arrangements will allow more streamlined negotiations
between BT and operators in reaching agreements, with the minimum need for
them to seek determinations from OFTEL.

2.7 OFTEL received 56 responses to the consultative document. They encom-
passed a wide range of views. All welcomed OFTEL’s intention to provide
greater transparency in the processes which fix interconnection charges and to
find ways of demonstrating that they are applied without undue discrimination,
Some advocated the development of a standard list of interconnect prices.

2.8 To follow up these views, OFTEL developed an extensive series of further
discussions with interested parties to consider, in particular, how transparency in
the cost allocation system can be demonstrated and a standard list be designed.



Transparency in relating costs to interconnect charges

2.9 On 11 October 1993, the Director General hosted an industry workshop to
focus primarily on the issue of transparency in cost allocation and to develop
discussion on the content and design of standard price lists. BT agreed it should
provide further information on its systems to demonstrate the way relevant costs
feed into charges.

2.10 BT presented this information at a meeting called by OFTEL on 6
December with a selected group of other operators. The other operators, whilst
appreciating the information on costs, nevertheless considered that the restricted
range of interconnection services into which the costs are grouped was not
sufficiently broken down to match their perceived needs. They wished to choose
from different ‘bundles’ of discrete network components which would be
available to them as separately tariffed items.

2,11 For the remainder of 1993, and into 1994, work has gone forward, through
OFTEL’s mediation, to reconcile operators” and BT’s requirements in a series of
meetings and discussions. This allowed the Director General to announce that he
expected, in spring 1994, to fix a standard list of interconnect services that
operators would be able to purchase and to set a target for the list to become
operational in early 1995.

2.12 In the course of these discussions, BT emphasised the practical impact of
designing changes to their systems to provide for a wider range of interconnec-
tion services. OFTEL is holding discussions with BT to work out the implications
for these systems of the target for introducing the standard list.

Accounting separation

2.13 The implementation of OFTEL’s proposals on accounting separation is
vital to ensuring confidence in standard interconnection charges. Separate
accounts, produced for this purpose and to auditable standards, provide the
ultimate guarantee that the costs defined by the allocation process are correctly
derived and have been correctly applied - and that the resulting charges are
raised without undue discrimination from all operators and from BT’s own retail
operations.

2.14 During 1993, OFTEL was in discussion with BT about the practical details
of accounting separation and the timescale over which it can be implemented.
OFTEL has accepted that it will not be possible to achieve full separation, to
auditable standards, for the financial year 1993 /94 but progress has been made
towards producing some separated accounts for that period.

2.15 OFTEL has developed an extensive work programme to carry forward the
many elements required to make sure that a new standard list can be
implemented by early 1995, based on transparent cost allocation and backed by
accounting separation. Central to this programme is continuing consultation and
discussion with all in the industry.

COMPETITION
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Interconnect determinations

2,16 On 2 December 1993 the Director General issued a major determination in
respect of the interconnection charges and access deficit contribution (ADC) to be
paid by Mercury to BT.

2.17 The determination had been eagerly awaited by the telecommunications
industry as a bench mark for future interconnect pricing. Because of its general
importance and because this was the first time that the Director General had
exercised his discretionary powers to waive ADCs, the determination was the
first to be published with an explanatory document (see paragraph 2.3).

2.18 The document described how decisions on conveyance and connection
charges, ADC payments and waiver of ADC had been reached. The intention
was to enable other operators to understand how the Director General had come
to his decisions, how he might approach any similar decision, and his policy on
ADC waiver.

2.19 The access deficit is a measure of the extent to which the cost to BT of
providing and maintaining customers’ connections to the network is not covered
by connection and rental charges. To cover the access deficit, BT’s call charges
are significantly above costs. Although the balance of tariffs is shifting to reflect
costs more closely, the price control rules limit the speed of this change. Until the
balance is reached, BT is therefore vulnerable to unfair competition for higher
volume customers from operators with similar cost structures to its own but
whose tariffs are not regulated. BT’s licence therefore makes provision for
operators connecting with its network to pay BT an ADC. The ADC is intended
to protect BT against unfair exploitation of the effect of the price controls.

2.20 However, BT’s licence also gives the Director General power to waive
payment of the ADC in certain circumstances, in the interests of maintaining and
encouraging competition.

2.21 The Director General determined that Mercury should not pay any ADC
in respect of its first 10% of both the market in international calls and the market
in national calls. The waivers will be reviewed with effect from April 1994 and
April 1995 respectively.

2.22 There are special provisions in BT's licence relating to cellular (including
PCN) operators. They give the Director General power to waive all, or part, of a
cellular operator’s liability to pay an ADC to BT if the cost structure of that
operator is such that it cannot take unfair commercial advantage of the
restrictions on BT’s ability to eliminate its access deficit.

2.23 The Director General gave careful consideration to information given to
him in confidence by the two PCN (personal communication network) operators
~ Mercury One-2-One and Hutchison Microtel. This showed that the cost



structure of both operators is very different from that of BT in that costs vary
substantially with usage. The Director General concluded that neither operator is
able, at present cost levels, to exploit the constraints on BT in an unfair manner -
in particular, by targetting the high volume customers who make the greatest
contribution to covering BT’s access deficit.

2.24 The Director General subsequently exercised his discretionary powers and
on 16 December 1993 he determined that neither Mercury One-2-One nor
Hutchison Microtel should be liable to pay any ADC to BT.

2.25 During the year the Director General determined the terms and conditions
contained in the review clauses of 43 interconnect agreements between BT and
other operators (mostly cable). This process is important to new operators who
need to be confident that they can enter service on a planned date. It allows
agreements to be signed with other terms and conditions, particularly those
relating to pricing, accepted on an interim basis. These terms and conditions can
then be the subject of further negotiation under the review clause with the
option, if agreement cannot be reached, of referring them to the Director General
for determination.

Network Interfaces Co-ordination Committee
(NICC)

2.26 The NICC was formed in late 1992 to create an industry-wide forum to
ensure that relevant technical standards existed for important network interfaces.
In this way essential interfaces could be defined and prevent technical barriers to
the interconnection of networks. During 1993, members of the main committee
were appointed by the Director General and Dr David Leakey was elected
independent chairman., When annocuncing the appointments, the Director
General took the opportunity to emphasise the importance of NICC’s work in
promoting the introduction of competitive services.

2.27 The Committee has studied a wide range of issues, especially concentrat-
ing on the requirements of new and enhanced services such as calling line
identity presentation (see also paragraphs 2.153-2.155). A wide range of Interest
Groups and Task Groups have been formed to focus expertise on particular
issues. The existing collaboration between the public network operators on
interconnect signalling has also been brought under NICC’s structure. The
Committee has been considering its forward work programme and working
methods. When the former are submitted to the Director General he intends to
consult widely throughout the industry to gain support for NICC’s work.

COMPETITION
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Equal access

2.28 ‘Equal access’ refers to the ability of subscribers to access the long distance
operators of their choice. This is becoming increasingly important as more
operators enter the UK telecommunications market. However, before equal
access can be provided on the BT network the Director General has to give a
direction to BT to provide the facilities. The direction has to be based on a
positive outcome of a cost-benefit study of the provision of equal access. Tc this
end, in November the Director General published a consultative document
which set out a cost-benefit methodology and sought comments. Responses to
the study were requested by mid-February 1994, The next step will be to proceed
with a full cost-benefit study taking account of the comments received.

Numbering issues

The National Code Change

2.29 During the year OFTEL was involved in various activities related to the
implementation of the National Code Change, which takes place on PhONEday
— 16 April 1995. The main change involves the addition of the digit ‘1" after the
initial digit ‘0’ in all area codes.

2.30 In February OFTEL chaired the first meeting of the National Code Change
Forum which comprises operators and organisations representing operators,
manufacturers and users. The aim of the Forum was to facilitate discussion
between the major players in the industry on the implementation of the code
change. Three meetings of the Forum were held during the year. Two working
groups were set up as a result of the Forum - one, chaired by OFTEL, on
customer premises equipment (CPE) and the other, chaired by BT, brought
together the network operators to establish an appropriate level of co-ordination
of their plans for network testing and modification.

2.31 Alongside the publicity campaigns being run by the network operators,
OFTEL contacted all approved maintainers and holders of payphone approvals,
as well as bodies known to represent payphone owners, to alert them to the code
change and the need for modifications to CPE.

2.32 In October the Director General hosted an industry-wide press conference
to highlight the preparations business customers need to make for the National
Code Change. The Director General emphasised the important part everyone in
the industry had to play in getting accurate and timely advice to users.
Operators, apparatus suppliers and maintainers need to guide their customers
through the change. User associations and other representative bodies must
ensure that their interest groups receive the best advice. Speakers at the
conference drew attention to the importance of publicising two key dates - June
1994, when operators will begin to implement the new codes in their networks,



and August 1994, when the new codes will begin to run in parallel with the
existing codes.

2,33 At the conference OFTEL launched three booklets (see Figure 1) on the
National Code Change, produced in collaboration with the industry, to help
publicise the need for businesses to take action well before PhONEday:

O A Day to Renumber giving details of the changes taking place leading up
to and on PHONEday, and advising how businesses should plan for
them.

Q Presenting Your Number showing how to print telephone numbers on
stationery before and after PHONEday.

QO PhONEday - Equipment Guide explaining how different types of telecom-
munications apparatus may be affected by the National Code Change.

OFTEL set up a dedicated telephone number - the Leaflet Line - to distribute the
booklets. Copies were circulated to MPs, main libraries and Chambers of
Commerce. By the end of the year over 220,000 copies had been issued.

=Ry

Figure 1 OFTEL leaflets for PhONEday

COMPETITION
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The UK Numbering Scheme

2.34 In June OFTEL issued a consultative document Numbering: Choices for the
Future setting out its proposals for a numbering scheme to serve the UK into the
21st century and beyond. In the document OFTEL made proposals for the future
structure and allocation of new codes using the additional capacity created by the
National Code Change.

2.35 For non-geographic services, OFTEL proposed the expansion in the length
of numbers from 9 to 10 digits (excluding the initial ‘0). It also recommended
distinct numbering ranges for different categories of non-geographic services so
that the caller is provided with a clearer indication of the type of service called
and therefore, to some extent, the likely tariff.

2.36 The proposals were to place all mobile services - cellular, PCN and
radiopaging - behind leading digit ‘03" and specifically tariffed services —
including freephone and premium-rate — behind leading digit ‘08’. A separate
numbering range, beginning ‘07’, was recommended for personal numbering
services which offer customers the facility to be contacted through a single
number wherever they are. The document also set out a series of options for an
additional geographic scheme behind the leading digit ‘02’. Under the proposals
four numbering ranges were set aside for future developments to ensure that the
scheme will be sufficiently flexible to meet customers’ changing needs and
advances in technology.

2.37 OFTEL’s proposals can be summarised as follows:

01 current geographic public fixed network; some paging services

02 new geographic services

03 mobile services: cellular, PCN, radiopaging

04 unallocated

05 unallocated

06 unallocated

07 personal numbering

08 specially tariffed services: premium rate, national calls charged at local
rate, freephone

09 unallocated

00 international access

Numbering Administration

2.38 During the course of the year progress was made towards OFTEL taking
over the management of the UK Numbering Scheme. In the summer the
Telecommunications Numbering and Addressing Body completed its comments
on the draft Numbering Conventions submitted by OFTEL in 1992. The
Conventions are a set of principles and rules on the allocation of numbers from
the UK Numbering Scheme and their publication will enable the Director
General to take over responsibility for the allocation of nationally significant



codes and blocks of numbers to operators. At the end of the year the drafting of
the Conventions was continuing with formal consultation, as required by
operators’ licences, and publication is expected in the first half of 1994,

2.39 In December, the Director General announced plans for the setting up of a
Numbering Administration Unit, headed by Arthur Orbell — OFTEL’s retiring
Technical Director — as UK Numbering Scheme Manager. The Unit will become
operational in January 1994.

Number portability

2,40 During 1993 OFTEL carried out a study of the costs and benefits
associated with the introduction of number portability - the facility for customers
to keep their own telephone numbers when they change operators. Under BT's
licence the Director General is required to carry out a cost—benefit analysis before
he can direct BT to provide number portability. The analysis was undertaken on
behalf of OFTEL by National Economic Research Associates. After a period of
consultation with operators, it was completed in December.

2,41 The analysis showed that the benefits to customers from portability out-
weighed the costs of introducing it. It found that portability would not only benefit
subscribers who transfer to a new operator, but would bring benefits to all cust-
omers, by helping to promote competition and greater efficiency among operators.

2,42 The Director General concluded that there was a strong and robust case
for the introduction of portability. He was therefore ready to consider directing
BT to provide portability where other operators were prepared to reciprocate by
providing portability to any of their customers who wished to transfer to BT. The
speed with which portability will be available to customers will depend in part
on the speed with which operators are able to make the necessary technical
arrangements, To assist them in this work, the Network Interfaces Co-ordination
Committee (see paragraphs 2.26 and 2.27) is co-ordinating further technical
work, In addition OFTEL will be considering ways of simplifying the formal
procedures set out in operators” licences for the introduction of portability.

The provision of directory enquiry services

2.43 In July, following a number of representations concerning the current
arrangements for directory information services, the Director General launched
an enquiry into the provision of directory enquiry services and related matters.
Issues to be covered by the enquiry included:

O the terms and conditions on which BT provides access to its number
information database;

O arrangements for inputting subscriber details onto the database; and

O the use to which data can be put.

COMPETITION
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2.44 The initial announcement of the enquiry prompted responses from a range
of interested parties, including user representatives, operators, and others with
an interest in providing various directory related products and services. OFTEL
also commissioned some research into the wishes and concerns of residential
customers, whose views had not been widely represented in the initial responses
to the enquiry.

2.45 The consumer research suggested that consumers do not want their
directory information used for purposes other than for the provision of directory
enquiry services, production of printed directories, and other closely related
activities. There was strong opposition to the information being made available
in any form in which it was more easily manipulated or which enabled other
people to obtain telephone numbers without already having the subscriber’s
name and address. For example, many consumers were opposed to the
production of reverse directories or the wholesale supply of information to
telesales organisations.

2.46 The responses from public network operators and others with an interest
in providing directory enquiry services centred mainly on concerns about aspects
of equality of access to the database, both for inputting and for accessing
information.

2.47 Towards the end of the year, OFTEL was in the process of inviting
interested parties (consumer representatives, operators, other directory provi-
ders) to attend a workshop early in 1994 to discuss the issues and problems
which OFTEL had identified from the representations received and from
consumer research, and to discuss the way ahead.

BT's ‘special offers’

2.48 OFTEL investigated complaints from competitors about BT’s ‘Sunday
Special” offer. The conclusion reached was that the terms of the ‘Sunday Special’
offer to retail customers included charges which did not cover the costs
attributable to the running of BT’s network when those costs were assessed on
the same basis as that used for setting charges for network usage by competitors.
Therefore, in making the ‘Sunday Special” offer without making corresponding
reductions in charges to competitors, BT unfairly favoured its own business to a
material extent so as to place other operators at a significant competitive
disadvantage. This amounted to undue discrimination against those operators in
contravention of Condition 17.2 of BT’s licence. The Director General made a
determination to that effect, on 2 August 1993, under the provisions of Condition
17.3 of the licence.

2.49 Since then, OFTEL has been discussing with BT proposals for clear rules
designed to prevent such undue discrimination against competing operators
arising in the future. OFTEL’s main objective is as follows:



O Before introducing a new tariff (whether or not it is a ‘special offer’) BT
should provide an analysis of the costs underlying that tariff.

O If the proposed price fails to cover the sum of network costs, BT should
make its network available to competing operators on the same
discounted basis.

OFTEL intends to publish a consultative document, inviting comments on the
proposals, early in 1994.

Other competition issues

Survey of competitive practices

2.50 Ensuring fair competition in a multi-operator environment will become
increasingly important as new licensees begin offering services. The first stage in
addressing this issue is to develop a picture of competitive practices. An
independent study of such practices was launched towards the end of the year. It
will examine the impact of new competition on business and domestic customers
and their perceptions of the way in which they are treated by existing and new
operators. The results of the survey will be available in spring 1994 and the
information will help the Director General make decisions in this area.

‘Tied” mobile service providers and Mercury
One-2-One complaints

2,51 In the mobile sector investigation continued into the complaint made in
1992 by Talkland International Ltd, an independent service provider retailing
airtime on the cellular networks, concerning alleged unfair cross-subsidy of, and
undue preference to, the ‘tied” service providers owned by companies or groups
operating such networks. In addition a new complaint was received in June 1993
from certain other independent service providers concerning the direct retailing
activities of Mercury Personal Communications Ltd (MPCL - trading under the
brand name ‘Mercury One-2-One’). Because of the similarities of the issues
raised by these various representations the Director General decided that it
would be appropriate to conduct these investigations in parallel.

2.52 The Director General announced on 19 August 1993 that he had
concluded the first stage of the investigation concerning MPCL. His first
conclusion was that he would not be justified in making a determination that
MPCL had shown (and continued to show) undue preference towards its direct
services business (DSB) over independent service providers, or in taking other
regulatory action, with respect to the following alleged contraventions of
MPCL’s licence:

O that MPCL had given the DSB preferential access to information on its
launch plans, systems details, technical interfaces and proposed contrac-
tual terms;
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O that MPCL had secured for itself preferential supplies of handsets (with
certain proprietary features), which it was refusing to make available to
others, and had failed to take steps to ensure that alternative supplies of
PCN handsets were available to independent service providers in time
for the launch of the Mercury One-2-One service.

2.53 The Director General stressed to the parties that he took seriously the
obligations in MPCL'’s licence to provide services to service providers for resale
and to do so in such a way that independent service providers were not put at a
significant competitive disadvantage to MPCL’s DSB, He said although he had
not found the allegations of undue preference to be substantiated he wanted to
be assured that MPCL was taking all reasonable steps to facilitate the early
accreditation of those service providers who wished to offer service on its
network, and was asking his staff to discuss this further with MPCL. He expected
to see a variety of companies actively retailing MPCL's airtime reasonably soon
after the full public launch.

2.54 On a further allegation concerning possible unfair cross-subsidy of PCN
handsets Don Cruickshank said he required further information from MPCL
before he could reach a conclusion. This allegation was that MPCL was planning
to subsidise by a substantial amount sales of its PCN handsets to the public by
the DSB. It was alleged that having regard to the likely margins offered by MPCL
on airtime this must constitute an unfair cross-subsidy in contravention of
MPCL’s licence, since it would be impossible for the DSB to trade profitably.

2.55 Investigation of the Talkland representations, and of the remaining
representations concerning MPCL, was still continuing at the end of 1993.

Connection to non-served premises

2.56 During 1993 OFTEL received representations from three companies about
the problems they were facing when requesting BT to provide lines to non-
served premises, including public payphones. The complaints centred on delays
in getting BT to agree to connect lines, the level of charges to be levied, and the
suggestion that BT might be showing preferential treatment to its own public
payphone business.

2.57 Non-served premises are not defined by BT’s licence but are likely to
include sites such as lamp posts, public payphones and roadside emergency
telephones. These constitute sites falling ocutside the licence definition of served
premises. The latter are defined in Annex A of BT’s licence as:

“a single set of premises in single occupation where apparatus has been
installed for the purposes of the provision of telecommunication services by
means of the System at those premises”.

BT is only obliged by the terms of its licence to provide service to served
premises,



2.58 For connection of lines to served premises BT charges published tariff
rates which are normally £99 per line to residential and business customers and
£170.93 to wholesale customers (prices exclude VAT). BT argues that it is not
obliged to provide services to non-served premises but it is prepared to do so on
a sound commercial basis.

2.59 In 1993 BT carried out a generic review of the charges for exchange line
provision to non-served premises and concluded that such charges should be on
an individual cost plus basis. BT said that a delay in implementing the new
arrangements occurred because a new customer order process had to be set in
place to handle the large number of requests being received for service to non-
served premises, However, trials were expected to take place in L.ondon early in
1994 and national implementation of the new arrangements would take place in
April 1994,

2.60 The methodology used in assessing the charges for line connection was
given to OFTEL, and at the end of the year OFTEL was carrying out enquiries to
satisfy itself that the charges were reasonable and that there was no question of
BT’s own public payphone service receiving preferential treatment. Progress in
implementing the new arrangements was also being kept under close review.

BT’s Option 2000

2.61 BT's Option 2000 tariff offers discounts on calls to customers with a
number of different sites. As discussed in OFTEL Annual Report 1992, the Director
General concluded in 1992 that BT’s original proposals were significantly anti-
competitive (through BT’s unique position of having full geographical coverage
in the UK) and also discriminated between sites according to whether or not they
were part of a multi-site organisation.

2.62 BT agreed to modify Option 2000, principally by introducing a site option
charge in addition to the proposed customer option charge. BT also undertook to
agree the tariff rules with OFTEL in order to ensure that any residual
discriminatory or anti-competitive effects were eliminated. CFTEL undertook to
monitor closely the impact of Option 2000 to make certain that there were no
unforeseen undesirable effects,

2.63 OFTEL continued to monitor the situation in 1993 and entered into
detailed discussions with BT over the exact content of the rules. Careful
consideration has been given to the information provided by BT as a result of its
marketing of Option 2000. OFTEL has accepted that some modification of the
rules is necessary in the light of experience gained from the operation of the
scheme. At the end of the year OFTEL was awaiting BT’s response to its
proposed modifications.
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BT’s apparatus supply business

2.64 In December 1991 the Director General issued a direction under
Condition 18 of BT's licence requiring BT to remove the unfair cross-
subsidisation of its apparatus supply business (see OFTEL Annual Report 1991).

2.65 Since 1991 OFTEL has been monitoring BT's compliance with the
direction. BT has provided a budget covering the five year period of the direction
(that is until the financial year 1996 /97) as well as the quarterly budgets required
to date. These have been examined closely for accuracy and completeness. BT
has also provided its results by quarter and annually as required by the direction
and these too have been analysed by OFTEL. Based on all this information,
OFTEL has formed the view that BT would appear to be on target to remove its
cross-subsidy by the end of the period of the direction. OFTEL hopes to be in a
position to agree a revised budget for the remainder of the period by May 1994.

LICENCES - NEW AND OLD

New operators’ licences

2.66 Once again OFTEL was heavily involved throughout the year in providing
advice to the DTI on the granting of new licences. By the end of the year a total of
73 applications for licences had been received by the DTI since the Government
announced, in early 1991, the ending of the so-called ‘duopoly policy’. Thirty
new licences had been granted, and 17 of those were granted in 1993. The first
new public telecommunications operator (PTO) licences were granted in 1993 to
the following companies:

O Tonica L3 Ltd (2 April) for national telephone service based on fixed
wireless communications

O City of London Telecommunications Ltd (COLT) (30 April) for
telecommunications network in the London area

O Energis Communications Ltd (24 May) for a high-capacity fixed-link
digital network

O Scottish Hydro-Electric plc (24 May) for an optical fibre and radio trunk
network, based on existing links in the north of Scotland

O MFS Communications Ltd (24 September) for switched services
initially in the Greater London area

O Scottish Power Telecommunications Ltd (24 September) for an optical
fibre trunk network in central and southern Scotland

O Torch Communications Ltd (24 September) for an optical fibre and
radio network for digital telecommunications initially in the Yorkshire/
Humberside area.



2.67 A new PTO licence was also granted to Vodafone Ltd on 9 December to
enable the company to provide fixed as well as mobile services and to deal
directly with end users as well as through service providers.

2.68 Twelve more applications for PTO licences were under consideration at
the end of the year.

International simple resale licences

2.69 During 1993 the Secretary of State for Trade and Industry issued licences
to Worldcom International Inc and to Esprit Telecom of the United Kingdom Ltd
authorising them to provide international simple voice and data resale between
the UK and Australia, Canada and Sweden.

2.70 International simple voice resale services (ISVRS) and international simple
data resale services (ISDRS) are only permitted between the UK and countries
offering equivalent freedom to providers of such services from the other end. The
Secretary of State for Trade and Industry designated Australia, Canada and
Sweden as equivalent for the purposes of ISVRS and ISDRS in 1992, He
designated all European Community Member States in 1992, and Austria,
Finland, Gibraltar, Iceland, Norway and Sweden at the end of 1993, as being
countries to which ISDRS only could be provided under the terms of the TSL's
Service Authorisation (see paragraph 2.121). ISVRS and ISDRS to Australia and
Canada, and ISVRS to Sweden, require individual licensing from the DTI.

BT's prices

Licence modifications - main services

2.71 At the end of 1992 OFTEL was in the final stages of discussions with BT
about proposed modifications to the Conditions of its licence (see OFTEL Annual
Report 1992). The principal element of the proposals was a new main price
control rule to replace the one due to expire in July 1993.

2,72 On 9 March 1993, after receiving BT’s consent to the proposals, the
Director General made the modifications to BT’s licence. The new main price
control rule, covering the period 1 August 1993 to 31 July 1997, limits the rate of
increase of the prices of ‘the basket’ of BT’s main switched services to RPI—7.5. It
applies to the basket of prices covered by the previous price control rule plus
connection charges but excluding any new quantity discounts and alternative
tariffs. In addition to this aggregate control, there is a limit of RPI on all
individual prices within the basket except exchange line rentals, for which the
limits are RPI+2 for ordinary exchange lines and RPI+5 on wholesale lines.

2.73 In December 1993 revised guidelines for the residential low user scheme
were agreed between OFTEL and BT, in accordance with Condition 24D of the
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licence. Details of the new Light User Scheme are given in paragraphs 2.156 to
2.158.

BT's price changes during 1993

2.74 In January BT increased both residential and business exchange line
rentals by 5.9% and rentals for wholesale lines by 8.8%. These complied with
the individual price caps for exchange line rentals of RPI+2 and RPI+5 (for
wholesale lines). BT then introduced additional optional tariff packages and
improved the terms of its existing options and of its automatic discounts on the
standard unit fee for higher volume business and residential users.

2.75 In June, BT reduced by around 5%-10% its charges for international calls
to EU countries, Canada and the US. It also announced extensions to its
discounts on the standard unit fee.

2.76 The price changes in January and June had the net effect of reducing BT's
prices by 0.87% in the price control year which started on 1 August 1992. This
was a slightly smaller reduction than BT was required to make under the price
control rule which came into effect on 1 August 1991 and which limited the



Table 2.1 Summary of BT price changes controlled by Conditions 24, 24A and 24C
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Table 2.2 Summary of BT private circuit price changes controlled by

OFTEL’
s Conditions 24A and 24B of its licence

ACTIVITIES

average change in the price of a basket of BT's main services to 6.25 percentage
points below the rate of inflation as measured by the Retail Prices Index {RPI).
Taking into account the under utilisation of permitted price increases in previous
years and an adjustment from a shortfall in revenue incurred by BT following the
introduction in April 1991 of charges for calls to its directory enquiry service, BT
was required to reduce its prices by 0.95%.



2.77 This slight shortfall in the reduction implemented by BT arose because of
the need to forecast the take-up of BT’s optional tariff packages. A procedure
agreed between BT and OFTEL to take account of such an eventuality was
brought into effect in calculating the required price changes in the next price
control year (1993 /94), in order to ensure that consumers are not disadvantaged
by the forecast error.

2.78 The price control rule which took effect from 1 August 1993 limits the
average change in the price of a basket of BT’s main services to 7.5 percentage
points below the increase in the RPIL Inflation was just over 1.2% for the year
ending June 1993 which means that BT has to reduce its prices in the year
commencing 1 August 1993 by 6.36% (taking into account the small adjustment
carried over from the year ending 31 July 1993). This means a price reduction of
over £500m is required in the year ending 31 July 1994. In September BT reduced
the price of multi-line connection charges to £99 (excluding VAT), bringing them
into line with earlier reductions in single line connection charges and in
December BT reduced its prices for long distance national calls at weekends.
These two sets of changes represented a decrease of 2.03% in BT’s basket of
controlled charges (see Table 2.1).

2.79 Towards the end of the year, the Director General discussed with BT how
to ensure that BT’s customers get the benefit of price reductions as early as
possible in the price control year. It was agreed that, for the remaining three
years of the current price control formula, price changes will be introduced in
such a way as to be equivalent to a single price reduction on 1 November each
year. This arrangement will be underpinned by an amendment to BT's operating
licence.

Licence modifications - private circuits

2.80 On 3 September OFTEL published details of the proposed new price
control rule for BT’s private circuits, in accordance with the provision of section
12(2) of the Telecommunications Act 1984, inviting representations or obliga-
tions by 4 October. Few comments were received, and none which necessitated
any changes of substance. Accordingly, having received BT’s consent to the
proposals as required by section 12(4) of the Act, the Director General modified
BT’s licence on 14 December 1993.

2.81 The new price control rule will limit increases in the aggregate prices of
each of three ‘baskets’ of services, in a particular year, to the rate of increase in
the Retail Prices Index (RPI) in the year to the previous June, The three baskets of
services are:

O all inland analogue private circuits
O all inland digital private circuits
O all international private circuits (both analogue and digital)
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2.82 In addition to the aggregate control on each basket, increases in each
individual private circuit price are limited as follows:

O RPI+2 for all analogue private circuits, whether inland or international
circuits; and

O RPI+1 for all digital private circuits, whether inland or international
circuits.

The new price control rule applies for four years until 31 July 1997. (See Table
2.2 for price changes to BT’s private circuits.)

Scrutinising price changes

2.83 In 1993, OFTEL began a review of the way in which operators notify the
Director General of price changes and also changes in their terms and conditions
for the provision of telephony services. The review followed an exercise on the
enforcement of PTO licences in which the Director General concluded that, in an
environment of increasing competition, there was a need for OFTEL to be more
proactive in its monitoring role. This would ensure that tariff changes and new
listings do not have anti-competitive effects which might damage competitors
and/or be against the interests of consumers.

2.84 By the end of the year OFTEL was in discussions with BT on the type of
information that it would now require with each notification.

Determinations on international accounting rates

2.85 International accounting rates are the basis of the payments telephone
companies around the world make to each other for the delivery of international
calls. BT’s and Mercury’s licences require them to comply with a Code of Practice
determined by the Director General. Under the current Code BT and Mercury
must normally adopt the same (‘parallel’) accounting arrangements. This is to
ensure that monopoly telephone companies at the far end of international routes
cannot take advantage of the competitive environment in the UK by playing BT
and Mercury off against each other to the ultimate disadvantage of the UK
generally. Under the Code the Director General may allow departures from
parallel accounting in certain limited circumstances, including where there is
more than one operator at the far end of a particular route. In 1991, the then
Director General allowed BT and Mercury to adopt different accounting rates
from each other on the UK-USA route. Under the Code, they are still required to
seek the Director General’s approval for any change to the rates on this route and
the Director General has three months to decide whether or not to approve any
change.

2.86 In September 1993, Mercury sought the Director General’s approval for a
25% reduction in its accounting rates with the USA for international direct



dialled and operator calls. It also sought approval for a lower accounting rate
than BT was then using when it introduced its new Country Direct services with
US operators. Country Direct customers visiting the USA will call a freephone
number and be connected to an operator in the UK. The operator will then
connect the caller to any number they want and bill the call to a prearranged
account.

2.87 On 14 December, the Director made a determination approving the new
rates for international direct dialled and operator services with effect from 1
October 1993 and on 23 December he approved the new rate for Country Direct
services also with effect from 1 October.

2.88 In November, BT sought the Director General’s approval for a package of
reductions in its UK-USA accounting rates. The Director General was, at the end
of 1993, still considering BT’s proposals under the Code.

Emergency call services

2.89 A two year study into the future handling of emergency calls was
concluded in August when the Director General announced that the proposal for
an independent agency to handle emergency calls would not be put into practice.
The Director General was aware of the high standards which apply under the
current arrangements. Most calls are received by BT, which handled 21 million in
1993. In nearly every case callers requesting an emergency authority were
connected within 20 seconds. His decision was therefore based upon the
overriding principle that the agency should only be launched if it was clear that it
would improve, or at least maintain, those standards. The Director General took
the view that the limited benefits the agency would bring did not justify the
radical reorganisation that would be required. He reached this conclusion after
receiving a detailed study by independent experts into the proposed agency. He
also took into account the views of the broadly-based review group set up to
advise on this issue.

2.90 Instead of the proposed agency handling calls from all network operators,
BT and Mercury agreed to extend their practice of handling emergency calls from
other operators’ networks. This arrangement received wide endorsement. The
Director General has made clear that OFTEL will ensure these agency services
are offered on open and fair terms.

‘Video on demand’ services

2,91 During 1993, OFTEL was involved in discussions with the Department of
Trade and Industry (DTI), the Department of National Heritage (DNH) and the
Independent Television Commission (ITC) about the regulatory position of
‘video on demand’ (VOD) services. In this context, VOD means a point-to-point

LICENCES




OFTEL's

ACTIVITIES

service where a customer requests an item from a menu which is then
transmitted over the telecommunications network to the customer’s home and
which will start when the customer chooses and can be controlled by the
customer (eg paused, rewound etc) in the same way as with a video tape played
on a video recorder. It is, thus, not a broadcast service in the usual sense. The
Government’s White Paper Competition and Choice: Telecommunications Policy for
the 1990s, published in March 1991, made it clear that the existing restrictions on
BT, other national public telecommunications operators (PTOs) and Kingston
Communications in Hull from conveying entertainment services in their own
right would not be removed until 2001 (subject to review in 1998, if the Director
General advised that removing the restrictions would be likely to promote more
effective competition in telecommunications) and that national PTOs would not
be allowed to provide entertainment services nationally in their own right until
at least 2001.

2.92 In September, the ITC issued a press statement making it clear that it did
not consider that a VOD service as described above needed to be licensed as a
local delivery service under Part II of the Broadcasting Act 1990. However, the
ITC considered that the provision of such a service would be licensable as a
licensable programme service under sections 46 and 47 of the Broadcasting Act,
which means that the content of such a service would be regulated by the ITC
Codes on Programmes, Advertising and Sponsorship. The statement also set out
the view of OFTEL and the DTI that the telecommunications licences held by BT,
other national fixed-link PTOs and Kingston Communications under the
Telecommunications Act 1984 would not prohibit the conveyance of this type of
non-simultaneous service.

293 In a speech on 7 December the Director General clarified further the
position of VOD services under the regulatory regime for telecommunications.
He endorsed the Government’s commitment to the policies set out in the 1991
White Paper and reaffirmed OFTEL’s support for the broadband cable operators.
He said that OFTEL had been encouraged by the progress of the cable TV sector
particularly in providing competing local telephony services. The cable networks
were beginning to deliver choice to customers and OFTEL intended to continue
developing a regulatory regime which encouraged effective competition in
telecommunications within the framework of the White Paper policies. The
Director General emphasised that OFTEL would look closely at any video on
demand service offered by BT or others to make sure that the terms on which it
was made available were fully consistent with UK policy on the competitive
provision of telecommunications. OFTEL would also want to ensure that the
principles of fair trading in licences held by BT and others applied equally to any
new services they might carry in the future.

2.94 OFTEL had not received details of any proposed VOD service from any
PTO by the end of 1993.
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Broadband cable operators (PTOs)

295 1993 has been a year of significant activity and considerable progress
within the UK broadband cable industry. During the year the licensing round by
the Department of Trade and Industry came to an end with the award of seven
new licences to cable franchisees (see Table 2.3). All 125 remaining franchisees
now hold licences under the Telecommunications Act to install networks in their
specific franchises. Of these franchises 65 are currently operational and
providing services to customers.

2.96 Construction of the systems authorised by these licences continued at a
fast pace. During the year the cable operators built their networks past over a
million homes so that by the end of December they extended past some 3.1
million homes in total. This represents a significant advance during a difficult
period. By the end of the year over 610,000 households had been connected to
the cable television services provided by these operators. While actual numbers
still remain low, the rate of increase — over 50% in 1993 — indicates the potential
growth.
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2.97 It was a good year for the cable operators in term of providing competing
voice telephony services. A total of 43 licensees now offer their customers such a
service and by the end of 1993 they had installed 314,000 exchange lines —
nearly three times the figure at the end of 1992.

2.98 Within OFTEL much activity was devoted to monitoring compliance on
the part of the cable operators with their licence conditions and taking
enforcement action where this proved necessary. The key areas of the licences on
which OFTEL concentrated included:

O monitoring progress against network construction obligations

O ensuring that operators have made sufficient provision for funds for
meeting their liabilities

O checking that operators lodge with OFTEL copies of their charges, terms
and conditions when they propose to offer services and

O making sure these are consistent with the obligations laid down in the
licences.

2.99 The Director General modified the conditions in 26 licences implementing
the decisions taken as part of the so-called Duopcly Review in 1991 and
establishing as far as possible standardisation between licences. The key
modification made will see cable operators being able to offer voice telephony in
their own right rather than as an agent of BT or Mercury. OFTEL expects to
modify similarly the conditions in the majority of the remaining licences by the
end of 1994.

Non-PTO cable licences (SMATYV)

2,100 During 1993, a further 90 systems were registered by the Director
General under the Class Licence to run broadcast relay systems covering no more
than 1,000 homes for the provision of all types of broadcast service, making a total of
1,981 systems registered as at 31 December 1993. This represents a significant
reduction in interest and activity on the part of SMATYV (satellite master antenna
television) operators — in 1992, for instance, 260 such registrations were made,

2.101 During the year 13 new individual licences were issued by the DTI for
SMATYV systems covering more than 1,000 homes. Most of these represented, in
fact, the re-licensing of existing systems following changes of ownership rather
than the installation of new systems (see also Licences Register, paragraphs
2.220 and 2.221).

Satellite matters

2,102 In July the Director General published a consultative document seeking
comments on the conclusions and proposals for change following OFTEL’s



review of the operation of BT’s Signatory Affairs Office (SAQO). The key findings
of the review were:

O direct access to the international satellite consortia INTELSAT and
EUTELSAT for independent operators should be sought as soon as
possible

O in the interim the SAC would not be allowed to require operators to
meet investment share liabilities

O SAO’s activities should be brought within the ambit of BT’s licence and
thus be subject to normal regulatory scrutiny.

There were a number of other more detailed recommendations for change on the
day-to-day operation of the SAQ. The objective of all these proposals for change
was to encourage greater competition in the provision in the UK of telecommuni-
cation services via satellite.

2.103 A number of useful representations on the proposals contained in the
consultative document were received by the deadline of the end of September.
OFTEL plans to publish a statement announcing its final conclusions as a result
of this review — including its timetable for introducing any changes - early in
1994.

2.104 During the year the Secretary of State awarded individual licences to six
satellite service operators:

Satellite Information Services Ltd
E-Sat Telecommunications Ltd
PanAmSat L P

Maxat Ltd

Kingston Communications (Hull) plc
Incom (UK) Ltd

allowing them to provide services that connect with the public switched network
(but not at both ends for international voice traffic). These new licences, together
with the Class Licence issued on 2 August 1991 which allows anyone in the UK
(except the BBC, which is not allowed to provide such services to third parties) to
operate a satellite earth station for the reception and/or transmission of
messages not conveyed over the public switched network, represent a significant
liberalisation of the market for satellite services in the UK.

Mobile networks

2.105 The mobile telephony market in 1993 was notable in particular for the
marked growth in the total number of mobile subscribers, the launch of a new
network by Mercury Personal Communications Ltd (MPCL) and the start of
Vodafone’s digital cellular services, with associated new tariffs. A new licence
was granted to Vodafone Ltd, permitting it to offer a wider range of services than
formerly (see paragraph 2.67).
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Cellular radio and PCN

2.106 The total number of subscribers connected to the cellular radio networks
grew from approximately 1,395,000 at the end of 1992 to around 2,000,000 at the
end of 1993, a rise of some 43% (see Figure 3). The dominant networks
continued to be the TACS (total access communications system) analogue
systems operated by Telecom Securicor Radio Ltd (Cellnet) and Vodafone Ltd.
But on 7 September 1993 MPCL launched a new digital cellular network under
the brand-name ‘Mercury One-2-One’, and this accounted for around 5% of the
rise in cellular users during the year.

2.107 In September Vodafone launched two new digital networks using radio
frequencies around 900 MHz to operate in parallel with its TACS network, These
networks use the new international standard known as GSM (Global System for
Mobile Communications). The two services offered — EuroDigital and Metro-
Digital - enable subscribers to use their mobile telephones both in the UK and
Europe via other pan-European G5M networks.

2.108 Cellnet is expected to launch a GSM service during 1994.

2.109 MPCL’s new network operates at higher radio frequencies (around 1800
MHz) than the Vodafone and Celinet networks and uses a variant of the GSM
standard known as DCS 1800, This type of network is also known as a PCN
(personal communications network). In its first phase of operation Mercury One-
2-One is offering service in the London area (within the M25).



2.110 Another PCN licensee, Hutchison Microtel Ltd, is currently engaged in
buiiding its network and is expected to launch its service in April 1994.

2.111 The entry into the cellular market of MPCL, together with recent
diversification of the wholesale tariffs offered by Cellnet and Vodafone, has led
to a considerable widening of the range of tariffs on offer to consumers from
service providers and MPCL’s direct retailing division — for example, free off-
peak calls from the Mercury One-2-One service and special low call volume
tariffs on the cellular networks. OFTEL welcomes these developments and will
be watching the market closely to see how competition develops as the new
networks become established.

2.112 A number of complaints about anti-competitive practices on the part of
the mobile telephony networks were under investigation by OFTEL during the
year. These are discussed in paragraphs 2.51 to 2.55.

2.113 The Trade and Technology Minister, Mr Patrick McLoughlin, announced
on 15 June 1993 the cutcome of a consultation launched by the DTI in October
1992 on possible uses for the spectrum freed in consequence of the merger in
March 1992 of two of the original three PCN licensees, Mercury Personal
Communications Network Ltd and Unitel Ltd. Mr McLoughlin said that the
Government, having considered the various responses and taking into account
both the launch of the two PCN services expected over the next twelve months
and the development of harmonised European frequency plans, had decided that
there should be no allocation of the spectrum until at least April 1995. Nearer
that time the Government might wish to reconsider possible future use of the
spectrum. OFTEL was fully consulted about this decision.

Telepoint

2,114 The ‘Rabbit’ telepoint service launched by Hutchison Personal Com-
munications Ltd in mid-1992 failed to attract a sufficient number of customers.
On 5 November 1993 the parent company, Hutchison Whampoa Ltd, an-
nounced that the service would be closed on 31 December 1993, and that the
group would be concentrating its resources on the development of its PCN
service. Existing Rabbit customers were offered attractive terms for either
migration to another cellular network (including Hutchison’s PCN service when
launched), or buyback of their telepoint apparatus. There is now no public
telepoint service operating within the UK.

Wide area radiopaging

2.115 In October 1993 Vodafone Group plc announced that it was acquiring
the Air Call paging network run by Air Call Communications Ltd, a UK
subsidiary of BellSouth Corporation of the USA. Vodafone Group plc is the
parent company of another radiopaging licensee, Vodapage Ltd. (See Figure 4 for
the growth in radiopager subscribers.)

LICENCES




OFTEL’s

ACTIVITIES

Number of units {000s)
800

600

400

200

I
:
.
]
!
|
1
(
|
g
}
]
1
|
i
1
.
|
1
1

0 ] b -
1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 199

[ e, S

1993

Year ending 31 December

Figure 4 Estimated number of wide area radiopagers in use in the UK

Source: CIT Research and other sources. 1991 onwards — Financial Times Mobile Communications.

Public access mobile radio (PAMR) - Band III

2.116 Seven new regional Band III licences were granted on 25 February, 21
June and 27 August 1993 to Trunked Radio Networks Ltd (4), Radiophone
Networks Ltd (2) and R & D Communications Ltd (1). These licences were
offered following an earlier competition. During the year three licences were
issued to London Radio Networks Ltd, Radionet Ltd and Trunked Radio
Networks Ltd to expand the geographical areas covered under earlier licences.

2,117 In addition, after consulting OFTEL and the Radiocommunications
Agency, the DTI wrote on 27 August 1993 to all Band III regional licensees
inviting applications for those regional Band III licences previously offered in
1990 which had been returned to the DTIL The areas concerned were: South
Midlands, Telford, Essex/Suffolk, Leeds/Sheffield, Borders/Berwick, Carlisle/
Dumfries, Aberdeen, Central Scotland and Tyne Tees. As a result of this
competition licences were offered to RT Radiophones Ltd to operate networks in
the first three of these areas, and to a subsidiary of RT Radiophones - Radionet
Network Services Ltd - to operate in the Leeds/Sheffield area. These licences
had not been issued by the end of the year.

2.118 On 3 September 1993 a licence was granted to Signature Industries Ltd to
run a regional Band III network which it had acquired from Motorola Ltd. On
6 December 1993 National Band Three Radio Ltd (the only national Band III
operator) announced its intention to acquire from Motorola Ltd its remaining
three regional Band III networks in Manchester, Birmingham and London.



Private mobile radio (PMR)

2.119 During the year there were further consultations between the DTI and
OFTEL on the two proposed class licences — one for public service organisations
and one for all others - allowing licensees running PMR systems (with no public
access) to self-provide while sharing with third parties and to resell spare circuit
capacity. The DTI expects to issue both class licences in 1994 following a period
of public consultation.

Dedicated radio data networks

2,120 Mobile and fixed data conveyance services continued to be provided by
Cognito Ltd, Hutchison Mobile Data Ltd, Ram Mobile Data Ltd and Paknet Ltd.
However, the ultimate parent company of Hutchison Mobile Data Ltd -
Hutchison Whampoa Ltd — announced on 5 November 1993 its intention to sell
its mobile data operation. This sale had yet to be concluded at the end of the
year.

Class licences for private networks

Telecommunication Services Licence (TSL) and Self
Provision Licence (SPL)

2.121 The Telecommunication Services Licence (TSL), which came into force
on 1 September 1992, is the class licence under which licensees of private
networks offering services to third parties run their systems. Resale services are
allowed under the TSL, but not international simple voice resale (ISVR) services
or, for the most part, international simple data resale (ISDR) services (see
paragraphs 2.69 and 2.70). The Self Provision Licence (SPL), a revised version of
which also came into force on 1 September 1992, is the main licence under which
all other private networks, such as domestic installations, are run.

2.122 During 1993 revisions of the TSL and SPL were being considered by the
Department of Trade and Industry and OFTEL in order to clarify their provisions.

Value Added and Data Services (VADS) Class Licence

2.123 Both the VADS class licence and the TSL are currently in force but the
VADS licence pre-dates the TSL and is more restrictive. Licensees still have the
option of operating under either. During the year the last major service provider
(MSP) operating under the VADS licence at the end of 1992 notified OFTEL that
it no longer wished to do so, and is now operating under the TSL. Although no
MSPs now operate under the VADS licence, it is a long-term licence and so has
been left in force for those who may wish to run under it.

LICENCES




Outside Broadcast Licence (OBL)
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ACTIVITIES 2.124 This class licence authorises the running of outside broadcast sound and
vision and associated programme control links by or on behalf of broadcasters
and independent programme makers. The OBL limits the length of time
licensees may run apparatus at any outside broadcast site to sixty days in any six
month period, but licensees can apply to OFTEL to have this time limit waived or
extended. Licensees must register with the DTI but no licence fee is payable.

Since the licence was granted in August 1991, 49 companies have been
registered under the OBL, but none were added in 1993.

Other private network licences

Licences issued prior to the Telecommunications Act

2.125 The Department of Trade and Industry and OFTEL are trying to ensure
that all telecommunication systems originally run under licences issued prior to
the Telecommunications Act 1984 are now licensed under the Act. Most
operators who used to operate their systems under a ‘pre-1984’ licence are now
able to run them under a Telecommunications Act licence. However, there
remain a few cases in which it is uncertain whether the systems run under ‘pre-
1584’ licences are able to be operated under a Telecommunications Act licence.
The Department of Trade and Industry and OFTEL are considering the position
on these. The life of ‘pre-1984’ licences still in use has been extended on three
occasions by Orders issued under Schedule 5 of the Act. The current Order
expires on 4 August 1994 and there will not be a further extension. Operators
still running their systems under ‘pre-1984’ licences will need to ensure that they
are covered by a licence issued under the Act before the current Order expires.

Individual private network licences

2.126 During 1993 the Department of Trade and Industry issued individual
licences to the following organisations to enable them to run private networks:

O Marketing and Retail Services Consultancy Ltd (19 May)

O Eurotunnel (20 May) for telecommunication systems to maintain safety
in the Channel Tunnel system

O Electricity Association (5 July ~ a temporary licence) to allow member
companies to run trial services over conventional electricity wires

O Goodall Personal Numbering Ltd (6 July) ‘

O British Airways (22 December - a temporary licence) to conduct
passenger trials of in-flight terrestrial flight telephony systems pending
the issue of a class licence.

2.127 These licences were issued because the networks concerned could not be
run under an existing class licence and so it was considered that they should be



separately licensed. OFTEL staff advised the DTI in relation to the licence
applications, in accordance with section 7 of the Telecommunications Act.

2.128 At the end of the year work was continuing on five draft licences, all of
which are expected to be issued during 1994. Three of these are industry-related
class licences.

2.129 Details of casework and enquiries on private network licences are given
in paragraph 2.145. Information about the number of licences issued can be
found in the Licences Register section (paragraphs 2.220 and 2.221).

SERVING THE CUSTOMER

Representations to OFTEL

Consumer representations

2.130 The Telecommunications Act 1984 requires the Director General to
consider any representations made to him (excluding those that are frivolous)
about telecommunications services or apparatus. As a deliberate policy,
however, OFTEL normally allows the public telecommunications operator (PTO)
concerned first to consider the matter and to resolve the dispute directly with its
customer. Apart from seeking to ensure that individual customers are fairly
treated and their problems resolved, one of OFTEL’s major objectives is to
reduce the number of disputes by analysis and removal of their underlying
causes. Should an operator’s policy or practice give rise to widespread public
concern, OFTEL will consider whether some change is needed and, where
appropriate, seek to introduce this through discussion - or, failing that, by the
exercise of the regulatory powers available to the Director General. Many of the
‘consumer’ issues discussed in this Report were first brought to OFTEL's
attention through representations from consumers.

2.131 Between 1985 and 1991 (with the exception of 1988) each OFTEL Annual
Report recorded an increase in the number of representations received by OFTEL
and the English Advisory Committee for Telecommunications (see Figure 5 and
Table 2.4). In 1992 there was a small but welcome reversal of this trend with
41,026 representations being received compared to 41,393 in 1991. During 1993,
the volume of representations fell significantly to 23,413 — a reduction of 43 % on
the 1992 total.

2.132 An analysis of all representations to OFTEL in 1993 is given in Table 2.5.
The format is comparable with that provided in OFTEL Annual Report 1992,
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Figure 5 Consumer representations received by OFTEL and ENACT

2,133 It is particularly encouraging that the number of written representations
- which require the dedication of more resources within OFTEL - dropped from
9,561 in 1992 to 6,450 in 1993 (a decrease of 32.5%). Apart from other matters
(which includes representations transferred to specialist desks in OFTEL, eg
about mobile telephones — see paragraphs 2.143 and 2.144 — and queries not for
OFTEL) the largest categories of representations were about charges and billing
(25%) and disputed accounts (18%). The former includes a number of
representations about standing charges and how they relate to the general
public’s perception of BT’s profits, and representations from individuals who
have incurred call charges below the standing charge for line rental. The latter
should, to some extent, be eased by the introduction on 1 January 1994 of BT's
new Light User Scheme (see paragraph 2.156 to 2.158).

2.134 Perhaps of most significance and encouragement is the continued
reduction in the number of representations received about disputed accounts
(down 25% overall but written complaints dropped by 53%). Several factors
have contributed to this. The principal factor is that PTOs, in particular BT, have
made improvements to their own complaint handling procedures (see also
paragraph 2.151). These improvements have also meant that the proportion of

Table 2.4 Consumer representations received by OFTEL and ENACT
{1985-1993)




Table 2.5 A breakdown of the consumer representations
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representations which can be resolved after they are passed back to the PTO to
deal direct with its customer has increased.

2.135 The majority of representations are, as would be expected, from BT’s
customers and BT’s network is undergoing continuous modernisation. This leads
to the increasing availability of itemised billing (see paragraph 2.159) and call
barring (see paragraph 2.160). All these improvements should result in further
reductions of the number of complaints that OFTEL handles relating to disputed
bills. Already the number of written complaints within the disputed accounts
category specifically relating to premium rate services has fallen from 26% of the
total in 1992 to 19% in 1993. This category should decrease further in 1994 with
the introduction of ‘opting-in’ for adult premium rate services (see paragraph
2.146).

2.136 Representations relating to the telecommunications industry can be very
complex and in 1993 a positive effort was made by OFTEL to respond to written
consumer representations in a more understandable way following comments
received from the Plain English Campaign.
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2.137 In 1993 there was a reduction of 46% in the number of telephoned
representations received by OFTEL compared to the preceding twelve month
period. A major contributing factor to this is likely to be a reflection of the
increased public awareness of the free contact numbers — 150, 151, 152, 154 - for
residential and business customers to contact BT direct without involving
OFTEL. This is illustrated by the number of calls received from people who
thought that OFTEL was BT reducing by 73%.

2.138 Calis relating to disputed accounts increased slightly (by 5%) in 1993
compared to the substantial decrease in written representations (see paragraph
2.134). Most of the other major categories — provision of service, quality of
service, fault repair, charges, deposits and where customers are unable to pay
their bills — showed welcome reductions in telephoned representations.

2.139 The reducing number of telephoned representations has enabled OFTEL
to review its procedures, and to introduce improvements in the way calls are
handled. It is no longer a requirement that callers must write to OFTEL before
their representation is investigated or written advice provided except in the more
complex areas of complaint. A telephone answering system has been installed to
handle ‘out of hours’ calls. A ‘LoCall’ telephone number (0345 145000) has been
introduced to enable consumers to contact OFTEL and the country Advisory
Committees at local charge rates from anywhere in the UK. Finally an
arrangement with BT’s Complaints Review Service has been introduced
whereby details of telephoned representations, which have not been considered
by BT, are relayed to the Service, and an undertaking given that the customer
will be contacted within an hour of the call to OFTEL.

Cable and satellite

2,140 During the year OFTEL received 108 representations about the activities
of broadband cable operators, more than double the number received in 1992
(see Table 2.6). This growth in the number of representations reflects the growth
in the activities of the cable operators themselves. Increasingly, the representa-
tions concern telephone billing disputes rather than those issues which have
arisen before, such as failure to provide cable television or voice telephony
services and damage caused by network installation.

2.141 Six representations were received by OFTEL about the activities of
individually-licensed SMATYV (satellite master antenna television) operators, Of
these three concerned the cost of SMATYV services, two were complaints about
the quality of service provided and the other concerned a disputed bill.

2.142 During 1993 OFTEL received no representations regarding the activities
of the independent satellite service providers.



Table 2.6 Representations about PTO licensing issues
and representations in more specialist areas

Mobile networks

2.143 There was an increase of just over 37% in the number of representations
received about mobile services as a whole, with 1,890 received in 1993 compared
to 1,377 in 1992. Cellular radio services were by far the largest category. The
increase in cellular radio representations is partly attributable to the increased
take-up of low user packages in the residential customer market. The main areas
of complaint were billing issues and contractual disputes.

2.144 Complaints about the charges made by the network operators for
calls into the cellular networks which result in a recorded message have
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continued to increase in 1993. OFTEL is looking into this issue with the operators
and representatives of customer groups to explore ways of improving the
situation.

Private network enquiries and cases

2,145 OFTEL handled 54 written enquiries and cases about the licensing
position of individual licensees, ranging from enquiries about particular licences
and aspects of the licensing regime as they affected the enquirer to more lengthy
cases about developing individual licences (often in consultation with the
Department of Trade and Industry). Numerous telephone enquiries were
received about the position of individual licensees. OFTEL also handled 208
cases of enforcement of licence conditions. In particular these included ensuring
that certain licensees adhered to the rules on sending recorded messages and
sales calls contained in the Telecommunication Services Licence (TSL) and Self
Provision Licence (SPL) (see paragraphs 2.121 and 2.122) and ensuring that
licensees complied with the apparatus maintenance requirements of the TSL and
SPL.

Premium rate services (PRS}

Control of one-to-one services

2.146 During the year eight service providers were disconnected for various
breaches of the Live Conversation Services Code of Practice. In June BT announced
that access to 0898 ‘adult’ premium rate services would, from July 1994, be
available only to customers that opt in and obtain a personal identification
number (PIN). This commercial decision by BT was welcomed by the Director
General who believes that for certain premium rate services opting-in is the best
way of giving customers control over the use of their telephone. It was also
announced that, from January 1994, advertising of adult services would be
restricted to top-shelf publications only.

2.147 Under Condition 33A.8 of BT’s licence and the equivalent condition in
Mercury’s licence, the Director General can determine that a live conversation
service should not be treated as such for the purpose of the licence condition.
This means that, although an exempted service provider has to observe the
provisions of the Live Services Code, it does not have to pay into the
compensation fund or to record all conversations. During 1993 applications to
exempt 214 services were received and 97 granted, making a total of 327 services
granted exemption since the regulations were introduced in October 1989.
Administrative changes have enabled a much speedier service to be provided to
applicants.



Higher rate PRS

2.148 OFTEL recognises that the development of the PRS industry needs the
freedom to charge higher or multiple tariffs. OFTEL discussed the likely
introduction of these tariffs with ICSTIS (the Independent Committee for the
Supervision of Standards of Telephone Information Services) and the revised
ICSTIS general Code which came into effect in August made provision for
services to be charged at higher than normal rates, subject to a number of
controls. Higher rate services will need prior approval by ICSTIS, will be
permitted only on numbers specifically allocated for this type of service, and will
require a message giving the cost of the call. Calls will be terminated within 15
minutes.

Competition and Service (Utilities) Act 1992

Performance standards

2.149 The Director General, having assessed carefully the responses to
OFTEL’s consultative document issued in QOctober 1992, continued his discus-
sions as to the nature of any performance standards to be imposed on BT and
Kingston Communications. These are the two ‘designated operators’ as they
supply at least 25% of the voice telephony services in their licensed areas. In
parallel he invited all public network operators to discuss amongst themselves
the areas of service they saw as most important to customers, with a view to their
publishing agreed measures of performance. These would allow consumers to
make informed choices between alternative providers of comparable services.

Deposit criteria

2.150 Work continued during the year on both BT’s and Kingston’s deposit
criteria. BT submitted a draft version for agreement by the Director General.
OFTEL considered this and by the end of the year had asked BT to develop it
further. Discussions continued with Kingston Communications but are not as far
advanced.

Complaint handling procedures

2.151 Following extensive discussions throughout the year, the Director
General approved BT’s complaint handling procedures in December, These
provide access for complainants to a comprehensive complaints examination
procedure which will be publicised extensively through various guides and also
contained in Phone Books. Discussions continued with Kingston Communi-
cations.
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Dispute resolution

2.152 The Act empowered the Director General to resolve disputes about
individual standards of performance, unfair discrimination, deposits and certain

- billing matters. During the year, although administrative procedures were

developed, it became clear that the number of complaints received by both BT
and OFTEL about billing matters was declining dramatically (see paragraph
2.134). Accordingly, the Secretary of State decided in July that he would not
make the necessary regulations enabling the Director General to determine
disputes relating to billing at this stage. Work continued on the other areas of
dispute resolution.

Calling line identification (CLI)

2,153 . One of the services resulting from the modernisation of the
telecommunications network is calling line identification (CLI) - also known as
calling number display (CND). CLI will allow customers with suitable
equipment to identify the number of a caller before deciding whether to answer a
call. This obviously has major advantages for combatting malicious calls (see
paragraph 2.164). However, its introduction changes the underlying privacy
characteristics of the network as soon as it is introduced because, even though
they may not take the service, the customer’s telephone number can be
displayed to the person they are calling. This raises major issues of confidential-
ity and has personal security implications.

2.154 OFTEL considers it important to discuss fully with users and operators
the privacy implications and other issues raised by CLI before the service is
introduced across the networks. For example, OFTEL considers it essential that
all callers must be able to prevent the transmission of their number (for all or
some calls, whether or not they take the caller display service). There should also
be a reciprocal right for the called party to reject calls from those not willing to
identify themselves, although a facility is then needed to allow each party to be
made aware of the other’s wishes.

2.155 During the year BT ran two trials in Scotland, which prompted a
favourable response from customers. OFTEL issued over 25,000 copies of a
consultative document in September with the aim of ensuring that everyone
likely to be affected was able to express their views, Over 140 responses had
been received by the end of the year and these will be taken into account as
policy details are finalised early in 1994. OFTEL will continue to take an active
role to ensure that a satisfactory balance is struck between the benefits that can
accrue from CLI and the privacy which may be lost. It is essential that CLI
operates in a manner that best serves the customer.



New low user scheme for residential customers

2.156 As part of the licence modifications resulting from the 1993 price review
OFTEL required BT to introduce a revised scheme to cater for (residential) low
users of the telephone. Modified Guidelines for the new ‘Light User Scheme’, to
replace both the Low User Rental Rebate and Supportline, were agreed in
December 1993 and the scheme will be introduced on 1 January 1994. The new
scheme covers 21% of residential customers, a much larger proportion than
previously, and offers a greater discount to the lowest users.

2.157 The Scheme will benefit customers whose outgoing calls do not exceed a
cost of £10 per quarter at normal prices (equivalent to 238 units). Eligible
customers will receive a discount on the rental charge. The level of discount will
increase as the calls part of the bill decreases. Those making no outgoing calls
will pay only 39% of the line rental in the first year which reduces significantly
the minimum cost of remaining connected to the telephone network. Everyone
using less than 238 units per quarter will receive some rebate.

2.158 All eligible customers will qualify automatically at the introduction of the
Light User Scheme, although in subsequent years newly eligible customers will
need to register — to ensure that those not entitled to a rebate do not benefit
unfairly. Lines in second homes and customers receiving service from other
telephone companies are among those excluded from the new scheme.

Other consumer issues

Itemised billing

2.159 First introduced by BT five years ago, itemised billing has become
increasingly available as exchanges have been modernised. By the end of 1993,
the number of working lines on which it was offered had reached 26.9 million -
95% of the total (see Table 2.7). Customer take-up has reached some 45% of
those able to receive this service (an OFTEL survey in 1993 established that the
vast majority of BT customers were aware of the service). BT has carried out trials
of full itemisation (where calls of less than 10 units are also itemised) and hopes
to be able to offer this facility to all of its customers by 1996. Mercury and
Kingston Communications both itemise all of their customers’ calls now. OFTEL
continued to participate in BT’s discussions with caring and counselling agencies
about the possible loss of confidentiality with fully itemised bills in an endeavour
to find an acceptable solution.

Call barring

2.160 Differential call barring for premium rate services became available to
some BT customers in 1992, allowing them to bar calls from their telephone to all
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premium rate services or merely those of an adult nature. By the end of 1993, 18
million customers had access to this facility and nearly one million had taken up
full call barring. This represents a little over 5% of the lines on which call barring
is available.



Deposits

2.161 Since revised arrangements were introduced in August 1991, customer
representations have decreased markedly. BT’s complaint handling procedures
allow contested deposit requests to be reviewed at a higher management level
and the Director General’s powers under the Competition and Service (Utilities)
Act require him to approve BT’s deposit policy, including the criteria used. This
should help further alleviate customers’ difficulties and complaints (see also
paragraph 2.150).

Credit/usage limits

2.162 BT has explained to OFTEL its plans to introduce a system to replace the
need for deposits, whereby customers agree a quarterly limit with BT based on
previous or anticipated usage. BT would monitor the customer’s usage during the
period, and contact the customer should the agreed limit be approached before
its end. This system is expected to be available nationally in late 1995, and
OFTEL will ensure that customers’ requirements and sensitivities are taken into
account fully before its introduction.

Direct marketing by telephone and fax

2.163 Extensive discussions continued throughout the year with the Direct
Marketing Association, trade associations and the telephone companies about a
possible Telephone Preference Scheme. Under Condition 8.2 of the Telecommu-
nication Services Licence and the Self Provision Licence (see paragraph 2.121)
the Director General may recognise a register of persons who do not wish to
receive unsolicited telephone sales calls, so that firms making these calls would
have to ensure that no consumers registered under the scheme received them.
Problems surrounding the identification of the originators of telephone sales
calls, and the funding of the administrative arrangements that would be
required, have delayed progress.

Malicious telephone calls

2.164 OFTEL again carried out a survey to assess the level of obscene and other
nuisance calls, and found that almost 15 million obscene calls are made each
year — some two thirds of them to women. Encouragingly this continues the
declining trend evident in the two preceding years. The survey suggested that
other types of nuisance call are more common, but obscene calls are believed to
cause the most distress. Some two thirds of the respondents in the survey that
had received nuisance calls were aware of BT’s ability to trace calls - this no
doubt acts as a deterrent upon callers. During office hours BT’s nationwide
network of Malicious Call Bureaux allows customers to make free calls to seek
advice; at other times there is a free recorded advice line. BT has also agreed that
victims of malicious calls can have one free change of number during a twelve
month period.
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Reduced takeover charge

2.165 Following OFTEL’s involvement BT agreed to reduce the charge for
‘non-simultaneous’ takeover of an established line — where there is a break in
service or the previous subscriber takes their number with them. From February
1994 the charge goes down from £31.30 to £21.28. In making this move BT
acknowledged the cost benefits of an increasingly digital network. Customers are
not charged for the ‘same day’ takeover of a line.

Quality of service on the networks

2.166 OFTEL continued to monitor the performance of BT and Mercury by
means of the six-monthly reports they publish on their quality of service. Joint
BT/OFTEL surveys, monitoring the serviceability of BT’s public call boxes and
congestion on its directory enquiry service, continued throughout the year (see
Appendix).

Table 2.8 Cellular drive-round survey. Mobile to fixed network calls
{percentages)




Table 2.9 Cellular drive-round survey. Fixed network to mobile calls
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2.167 In August, the Director General invited the fixed line public telecom-
munications operators (PTOs) to set up a working group to look at the problems
involved with achieving comparability in statistics of performance. The PTOs
have been working on this, together with representatives of consumers, and a
considered industry response was expected in February 1994.

2.168 The performance of the analogue cellular radio networks was monitored
by means of an independent drive-round survey. This was commissioned by
OFTEL and commenced in October 1992. The survey was conducted by Survey
Research Associates (SRA) and funded equally by the network operators —
Vodafone and Cellnet. Quarterly results were published in March, September
and December (see Tables 2.8 and 2.9). The Director General announced the
termination of the survey in October because of the unwillingness of Vodafone
to contribute £25,000 towards a cost over-run caused by technical problems
which arose in the early stages of field work.

2.169 In December OFTEL published its report Telephone Service in 1993, The
report contained a variety of data from nine public opinicn surveys commis-
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sioned by OFTEL and carried out by NOP Consumer Market Research, RSGB
(Research Surveys of Great Britain) Ltd and BMRB International. The surveys
covered:

O general satisfaction with BT’s service

O telephone selling

O nuisance calls

O directory enquiries

O public payphones

O telephone directories

O telephone numbers and charging

O charges on bank holidays

O special services for elderly and disabled people
O recorded announcements on mobile telephones
O silent monitoring of calls

O households without a telephone

O BT’s Customer Service Guarantee Scheme.

EUROPEAN AND UK
STANDARDS AND APPROVALS

European organisations

2.170 European telecommunications has been characterised by individual
national public service monopolies with only the UK deviating from this
approach. However, evolving European Community policy is starting to take the
other Member States along the path towards a fully competitive market already
taken by the UK. In the meantime, the aim of Community policy ~ and the
legislation implementing it - is to balance liberalisation with harmonisation.

2.171 While the Department of Trade and Industry (DTI) has responsibility for
negotiating telecommunications legislation and other arrangements with foreign
authorities, it is OFTEL's role to advise the DTI in the course of its discussions.
The most important of these are with the European Community. OFTEL is often
required to implement agreed measures and also reconcile any arrangements
undertaken at European level with regulations in the UK. OFTEL therefore
attends the meetings of a number of regulatory bodies in Europe and plays a full
part in the continuing debate about European telecommunications policy. The
functions and activities of these bodies are described briefly in the following
paragraphs.



ECTRA and the ETO

2172 ECTRA (European Committee for Telecommunications Regulatory
Affairs), a body set up within the framework of the European Conference of
Postal and Telecommunications Administrations (CEPT), is the main forum in
Europe for the discussion of regulatory issues.

2.173 Current policy issues include licensing and declaration procedures,
numbering and accounting rate policy. An important step taken in 1993 was to
agree the setting up of the European Telecommunications Office (ETO) in
Copenhagen. The ETO will provide the administrative framework for a ‘one-
stage’ shopping procedure for licensing and declaration procedures. It will advise
ECTRA on the development and co-ordination of European numbering policies.

New Technical Regulations Application Committee (NTRAC)

2.174 New TRAC is responsible for giving advice to the European Commission
on matters relating to the Telecommunications Terminal Directive
(91/263/EEC) (see paragraphs 2.186 and 2.187) and to Common Technical
Regulations (CTRs) (see paragraphs 2.175 and 2.186). It also maintains a register
of test laboratories authorised to test against the requirements of Normes
Europeene de Telecommunications (NETs). In 1993 NTRAC completed its CTR
Handbook and is now working on guidelines for the application of CTRs under
the Directive.

Approvals Committee for Terminal Equipment (ACTE)

2.175 The ACTE's function is to assist the European Commission in the
application of the Terminal Directive (91/263/EEC) (see paragraphs 2.186 and
2.187). Common Technical Regulations (CTRs), which are mandatory for all
Member States, are formally adopted by the Commission through the ACTE. In
1993 five CTRs were adopted. This represents a significant first step towards the
establishment of an open market for terminal equipment within the European
Union,

European Telecommunications Standards Institute (ETSI)

2,176 ETSI is the principal body within Europe for the production of voluntary
standards (ETSs) for pan-European application and of Technical Bases for
Regulation (TBRs) which are the technical part of CTRs. By the end of the year
some 230 ETSs had been published with a further 800 in the pipeline. In 1993
ETSI developed a policy for ensuring that the standards-making process is not
blocked when the technical specifications are covered by an intellectual property
right. In all 340 member organisations and companies from 28 European
countries take part in ETSIL
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European Directives and other legisiation

Services Directive

2.177 The Services Directive (Commission Directive on Competiiion in the
Markets for Telecommunications Services — 90/388 /EC) liberalised the supply of
data, value-added and private voice services within the Community. This
removed ‘special and exclusive rights’ which had been granted by Member States
for certain organisations to supply value added and data services but stopped
short of liberalising public voice telephony services.

2.178 The Directive recognised that this was only a first step and that a review
of the sector should be undertaken in 1992. As a result of that review, a Council
Resolution was passed in 1993, calling for the liberalisation by 1998 of public
voice telephony services by Member States, with a few exceptions, including
appropriate safeguards to preserve adequate universal service. The protection of
universal service was carried a stage further by the passage in Cctober of a
Council Resolution covering this issue. There was also a recognition of the
growing importance of the mobile sector and the corresponding need to devise
specific and consistent policies.

Open Network Provision (ONP)

2,179 ONP follows on from the partial liberalisation provided by the Services
Directive, Its basic principles were stated in the Framework Directive (Council
Directive 90/387) on the establishment of the intermal market for
telecommunications services through the implementation of open network
provision. The Framework Directive envisaged open access to the network
resources and services which were not liberalised to date by Community
measures. It aimed to harmonise the conditions of access in vital areas such as
technical interfaces, usage conditions and tariffing principles according to
defined principles of objectivity, transparency and non-discrimination.

2.180 The general principles were given practical effect in a series of separate
measures directed at individual parts of the market. Early measures passed were
a Council Directive on leased lines and Council Recommendations on integrated
services digital networks (ISDNs) and packet switching data services. These
measures were implemented in the UK by the DTI. Other measures in the
pipeline include a draft directive on voice telephony.

Leased Lines Directive (92/44 EEC)

2.181 The Leased Lines Directive adopted in 1992 required implementing
legislation to be put into place a year later. OFTEL Annual Report 1992 gave notice
of the way in which this was to be put into effect in the UK. There were to be
Regulations issued under section 2(2) of the European Communities Act which
would make appropriate amendments to operators’ licences and issue comple-
mentary instructions to the Director General.



2.182 A Statutory Instrument — Telecommunications (Leased Lines) Regulations
1993 no 2330 - was made on 24 September 1993. OFTEL is finalising its
procedures for the publication of details of the availability of particular types of
leased line, ease of access to related information, the clarity and breadth of that
information and conditions of use including protection against their arbitrary
withdrawal as required by the Regulations. The Regulations also cover the tariffs
which operators charge and which through their internal accounting systems
must be seen to be clearly related to the costs they incur in providing the lines.

ISDN/PSDS recommendations

2.183 The directions given to the Director General in 1992 in respect of these
recommendations came into operation under section 94 of the
Telecommunications Act 1984. These consist predominantly of obligations to
collect data on the respective markets and to present these in a prescribed form.
The target date for doing so is early summer of 1994,

Voice Telephony draft Directive (COM 92/247 final SYN 437, 27.08.92)

2.184 A common position on this Directive was reached by the Council in July
1993. The proposals have subsequently become subject to the new procedures
under the Maastricht Treaty for consultation with the Parliament.

2.185 The Directive is similar to that on leased lines but applies to a wider
range of activities. As well as regulating the ONP areas of cost transparency,
availability and conditions of service etc, it will also define the parameters of a
guaranteed universal access and establish the duties of Member States in respect
of interconnection.

Telecommunications Terminal Equipment Directive

2.186 In 1993, work continued on the implementation of the Telecom-
munications Terminal Equipment Directive — 91/263 /EEC. Towards the end of
1993 the first five Common Technical Regulations (CTRs), which are mandatory
on all Member States, were adopted. They cover GSM (Global System for Mobile
Communications) access and telephony, DECT (Digital European Cordless
Telecommunications) access and telephony and unstructured ONP leased lines.
Where terminal equipment is not covered by a CTR national regulations
continue to apply, although the European Commission’s view is that national
regulations should not contain any requirements which go beyond the ‘essential
requirements’ specified by Article 4 of the Directive.

2.187 During 1993 OFTEL collaborated in a joint steering group with the DTI
to consider approvals issues which arise from the implementation of the
Directive. Amongst other things the group’s aim is to make recommendations for
the simplification of the UK approvals regime in line with the Directive and the
treatment of national requirements, in particular those relating to consumer
protection.
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UK standards and approvails

General Approvals and General Variations

2.188 The procedures for type approval of telecommunications apparatus
normally involve the testing of the apparatus by an authorised test laboratory.
However, where these detailed procedures are not deemed necessary, some
classes of apparatus may be approved under a General Approval. Approval is
automatic provided that the apparatus concerned meets the requirements of the
General Approval. OFTEL may issue General Variations to permit the
enhancement of apparatus in the customer installed base or to remove restrictive
conditions from existing approvals. OFTEL did not issue any General Approvals
in 1993 but two General Variations were issued.

2,189 A General Variation (NS/V/1235/P/100021) was issued in April 1993
which varies the approvals of all types of apparatus, the type approval of which
permits call barring. As a result of this Variation a maximum of six digits may be
transmitted to a public switched network before any call barring function is
required to terminate the call. This Variation was issued to enable equipment to
be enhanced to cope with the National Code Change (NCC).

2.190 A General Variation (NS/V /1235 /P /100020) was issued in November
1993 which permits users of call routing apparatus which is capable of
interconnecting public switched telephone network exchange lines to enjoy the
benefits of call diversion of an incoming call to a second destination in the public
network and multiline conferencing. This Variation was issued in response to a
growing user demand for PSTN-PSTN connection capabilities.

Site specific approvals

2,191 In some instances OFTEL may approve apparatus for use at a specific site
on a one-off basis. In 1993, OFTEL issued 244 such site specific approvals. They
included approvals of equipment specifically modified or adapted for use by
disabled people, and for the testing and development of new equipment. Details
of all apparatus approvals granted in 1993 are given in the Approved Apparatus
Register section, paragraphs 2.222 and 2.223.

BABT Metering Approval Scheme for public
telecommunications operators (PTOs)

2.192 In March 1993 the British Approvals Board for Telecommunications
(BABT) presented its third report to the Director General. Reporting on the
progress of the Metering Approval Scheme it said that both BT and Mercury
were well down the route to formal approval. During 1993 work continued
towards the approval of the quality systems of BT and Mercury and
measurement of the metering accuracy achieved by their networks,



2.193 Progress was also made towards bringing Kingston Communications
into the Metering Approval Scheme. In March 1993 Kingston Communications
held preliminary discussions with BABT concerning its application for approval
of meters used in its voice frequency services. This led to modifications to the
licence of Kingston Communications covering meter approval on 21 June 1993,

2.194 On 10 December 1993, following consultation with interested parties,
the designated standard for PTOs” meter systems was varied to make it possible
for it to be applied to any PTO.

Pre-connection Inspection (PCI) and Connection Scheme

2.195 OFTEL developed, in consultation with interested parties, its own
Quality Assessment Guide for Certification Bodies Applying ISO 9002:1987 (BS 5750:
Part 2: 1987) for the Registration of:

(i) Installers for Installing and Commissioning, and Connecting Call Routing
Apparatus;

(ii) Maintainers for Inspecting and Connecting installed Call Routing
Apparatus.

2.196 The Guide, OFTEL/QAG/2, was published in May 1993. The aim of the
Guide was to foster competition among certification bodies competent to
evaluate installers and maintainers wishing to become registered to offer
connection services for call routing apparatus (CRA).

2.197 Before the Guide was published only one certification body had been
appointed — since its publication there have been a further three appointments.
Also in 1993 an additional 25 installers and 14 maintainers were registered under
the Scheme, bringing the totals up to 66 and 36 respectively.

Call Routing Apparatus Maintainer (CRAM) Scheme

2.198 During 1993 OFTEL appointed an additional company to the CRAM
Scheme, bringing up to six the number of certification bodies competent to assess
applicants wishing to provide maintenance services for call routing apparatus
(CRA) and serially connected equipment (SCE).

2.199 A second issue of the Quality Assessment Guide for the Application of 1SO
9002: 1987 (BS 5750: Part 2: 1987) for the Registration of Maintainers of Approved
Call Routing Apparatus (Large and Small) and Serially Connected Equipment
(OFTEL/QAG/1) was published in February 1993. The second issue introduced
modifications into the Guide to encourage a greater availability of maintenance
services for users of obsolete equipment. The CRAM Working Party met once to
consider further revisions of the Guide.
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2.200 Details of contractor approvals in 1993 are given in the Approved
Contractors Register section, paragraphs 2.224 to 2.226.

ESN security

2,201 A number of representations have been made by the mobile communi-
cations sector about fraudulent practices through the alteration of the electronic
serial number (ESN) in mobile handsets. As a result, OFTEL asked the British
Approvals Board for Telecommunications (BABT) to include in all new approvals
of mobile handsets a condition that alteration of the ESN would deprive the
handset concerned of its approved status. This alteration to the approval regime
came into force in February 1993.

Marking and Labelling Orders

2.202 OFTEL continued its regulatory and advisory role to the public, Trading
Standards Officers and others on the provisions of the Telecommunications
Apparatus Marking and Labelling, and Advertisement Orders. In particular this
involved warning suppliers, advertisers and publishers that it is illegal either to
supply equipment which does not carry the markings specified by the Marking
and Labelling Order or to advertise equipment without indicating its approval
status.

2.203 In response to a marked increase in the number of complaints received
about alleged breaches of the Advertisement Orders in respect of modems,
OFTEL took steps to heighten industry and user awareness of the requirements
of both Orders by the publication of an OFTEL Update - The sale and
advertisement of modems (SA61).

MANAGING OFTEL's
RESOURCES

Financial arrangements

2.204 OFTEL’s funding is provided by Parliament and is subject to cash limits
and running costs control. Running OFTEL cost £7.5 million in the financial year
ending March 1993. The corresponding expenditure figures for the two previous
financial years — 1990/91 and 1991/92 — were £6.4 million and £7.4 million,
respectively (see Statement of Accounts at the end of this section).
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Figure 6 The division of OFTEL’s budget

2,205 Figure 6 shows how OFTEL’s expenditure was divided in 1992/93
between the main areas within OFTEL. Salary costs accounted for some 43% of
the total spend. Expenditure covering the work of the six advisory committees
(see Part 3) and the Telecommunications Advisory Committees is included in the
consumer affairs sector.

Staffing

2.206 In December 1993, OFTEL employed a total of 147 staff other than
casual or seasonal staff. The number of staff by grade groups was as follows:

O Senior staff (Grade 7 and above

including professional and technical} 33
O Other professional and technical staff 9
O Executive staff 57
QO Clerical and support staff 48

Staff numbers are expected to increase to 154in 1993 /94 and to 171 in 1994 /95,

2.207 This increase reflects the resources needed to achieve a higher level of
integration and focus, to improve OFTEL’s ability to identify and respond to
consumer issues and to enable the department to handle changes in workload
and pace of response prompted by the so-called Duopoly Review. The resulting
growth in the number of new operators has led to a considerable expansion in
OFTEL’s licensing and interconnection activities.

2.208 Aninternal audit and staff inspection service was provided to OFTEL by
staff of the Office of Fair Trading.

OFTEL's

RESOURCES




STATEMENT OF ACCOUNTS

A Appropriation account statement ([financial year 1992 /93)

Statement of expenditure and appropriations in year

Service Grant Expenditure Variance
£000 £'000 £'000

Running costs 7,163 6,872 —291

Other current expenditure 736 637 —99

Capital expenditure 156 147 -9

Gross total 8,055 7,656 —399

Less:

AZ appropriations in aid 116 116

Net total 7.939 7,540

B Memorandum trading account for the year ending 31 March 1993

£000

Gross income 7,924
Expenditure

pay costs 3,830

other operating expenses 3,466

total expenditure 7.296

Operating surplus /deficit 628

Notes to the accounts

{a) Basis of accounting

The appropriation account statement has been prepared on the basis of actual recorded income and
expenditure in the financial year. It therefore reflects cash income and expenditure appropriate to OFTEL's
Vate. The memorandum trading account does not yet provide for depreciation and interest on capital.

{b) AZ appropriation in aid

These are receipts collected in the course of OFTEL’s ordinary Vote business (eg receipts from sale of
goods and services but not licence fees). Such receipts may be used to finance part of the gross
expenditure chargeable to the Vote.

{c} Income

Licence fee income has been calculated as follows:

£°000

Received during 1992/93 7.807

Less payments relating to 1991/92 10

Plus outstanding at 31.3.93 4

7.801

plus other income 123

Total 7,924

{d] Notional insurance
Notional insurance has been calculated as foliows:

£'000
0.1% of salaries 3,830
0.1% of stocks [£20,000) 20
0.1% of fixed assets {£2.5m) 2,500
Total 6,350

(e) Notional interest

Notional interest on income has been calculated by applying a 5% real interest rate to the total Licence
Fee income in accordance with HM Treasury Fees and Charges Guide to reflect the fact that the bulk of
OFTEL's income is received at the start of the financial year. Fee income received at the start of the year
has therefore been treated as negative working capital.




INFORMING THE PUBLIC

Publicity

2.209 OFTEL achieved wide coverage in the media during the year. The arrival
of Don Cruickshank as Director General, future numbering plans and proposals,
and progress on interconnection issues excited particular interest. Both Don
Cruickshank and Bill Wigglesworth appeared on television in programmes
ranging from the main news bulletins to Channel 4’s The Goldring Audit on
telecommunications. Don Cruickshank’s appearance before the Parliamentary
Public Accounts Committee in May was covered on both television and radio.
The Directors General and other senior OFTEL staff gave numerous radio
interviews for BBC and independent radio stations.

2.210 A total of 39 press releases were issued in 1983 (see Figure 7). OFTEL
hosted three well-attended press conferences and gave additional press briefings
on more complex subjects such as the BT /Mercury determination. The first two
press conferences marked the start of major public consultation exercises — on
numbering after the National Code Change (NCC) and on interconnection and
accounting separation in BT — and the third launched the industry-wide NCC
awareness initiative by the NCC Consultative Committee (NC4) in conjunction
with OFTEL (see Figure 8).

2.211 On the exhibitions side OFTEL again had stands at a wide variety of
events, The Telecommunications Managers” Association (TMA) Conference and
Exhibition was the major venue attended for the telecommunications industry.
More specialised exhibitions where OFTEL had a stand included Comex for the
mobile market and Naidex (on behalf of DIEL - see Part Three) for elderly and
disabled customers. OFTEL met consumerists on the stands at the Consumer
Congress in Dundee and at the NACAB (National Association of Citizens Advice
Bureaux) Conference in York. To reach more general customers, OFTEL shared a
stand with OFGAS at the Royal Show and Royal Welsh Show, and took part
alongside OFFER, OFWAT and the Gas Consumers Council in five of a series of
Regulators Roadshows in shopping centres around the country.

2.212 Once again the annual survey on awareness showed that about half of all
those asked had heard of OFTEL (see Table 2.10).

INFORMATION
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Figure 7 Some of OFTEL’s information activities

Figure 8 Vivienne Peters from the Telecommunications Users Association and
Chair of the NCC Committee addressing the press conference at OFTEL {see
paragraph 2.210). Also in the picture are the Director General and Pat Seliers
from OFTEL.



Table 2.10 Percentage of people who have heard of OFTEL
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Publications

2.213 A total of 49 publications, including revised editions, were produced
during the year (see Table 2.11 for the new publications). The ‘best sellers’ were
the two PhONEday leaflets (A Day to Renumber and Presenting Your Number ~
see paragraphs 2.29-2.33) and the PhONEday - Equipment Guide. Demand was
so heavy that OFTEL installed a special ‘Leaflet Line’ to take requests. The new
consumer booklet A Basic Guide to Data Communications also proved to be very
popular.

2.214 A record number of consultative documents were published this year,
Calling Line Identification, published in September, sparked considerable interest
from a wide range of sources — from operators to residential customers. Demand
for the document was particularly high after it featured in an item on BBC
Radio 2. As a result of this and comments from regular contributors to OFTEL’s
consultative exercises, in future the deadline for submissions will normally be a
minimum of three months after publication.

2.215 Three issues of OFTEL News were published during the year. These were
distributed through OFTEL’s mailing list to over 21,000 recipients.

OFTEL’s Library and Public Register

2.216 The Library has two main functions:

O To provide a library service for OFTEL staff and, by appointment,
members of the public for research

O To maintain the Public Registers as required under the Telecom-
munications Act 1984. These Registers can be inspected by the public.

INFORMATION
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Table 2.11 continued
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2.217 During the year, a total of 1,418 private researchers from the UK and
overseas visited the Library and over 13,250 enquiries were answered. These
figures show a significant upward trend as 1992 had been a particularly busy
year compared to 1991, with 958 visits and nearly 13,000 enquiries.

2.218 The Library also acts as a distribution point for OFTEL’s publications (see
paragraphs 2.213 and 2.214, Table 2.11). Although many OFTEL publications
are free of charge, a total of 3,844 items were sold during 1993, accounting for
£26,092 worth of sales — an increase of over 20% in value over 1992.

2.219 The Public Register consists of four groups of registers as follows.

1 Licences Register

2.220 This register contains a copy of every licence granted by the Secretary of
State under section 7 of the Telecommunications Act 1984 in licence number
order. An index of the licences is kept on a computer database. Through this
licences can be found by name of licensee, type, number, area (unless it covers
the whole UK), date granted or date expired. Any amendments to the licences
form part of the Register and are recorded in the index.

2,221 At the end of the year there were 1,048 licences, excluding renewals, on
the Register. A total of 66 new licences were added during 1993, of the following

types:

8 Public telecommunications operator (PTO) licences (see paragraphs
2.66 and 2.67)




OFTEL's
ACTIVITIES

7 Broadband cable (PTQ) licences (and 3 re-issued licences} (see para-
graph 2.95, Table 2.3)
2 Broadband cable interconnection licences
2 International simple resale (ISR) licences (see paragraph 2.69)
13 Satellite master antenna television (SMATYV) licences (see paragraph
2.101)
6 Satellite service operator licences (see paragraph 2.104)
5 Major private network licences (see paragraphs 2.126 and 2,127)
23 Other non-PTO licences, including PAMR (see paragraphs 2.116 to
2.118)

2 Approved Apparatus Register

2.222 All apparatus connected to a public telecommunications network in the
UK must be approved. This register contains copies of the approval certificate
arranged alphabetically by name of approval holder (manufacturer or UK
supplier). A list of approved apparatus is kept on a computer database which can
be searched by

O approval number

O approval holder’s name or address

O trade name, description or classification of the apparatus, or
O dates of approval, expiry or withdrawal.

Fuller documentation for most call routing apparatus (CRA} is also available
(usually in the form of a private exchange master list).

2.223 By the end of 1993 there were 11,797 approvals on the Register. A total
of 791 were added during the year and none withdrawn. Of these 6 were for
payphones, bringing the total number of payphone approvals to 73. In addition
there were 244 site specific approvals (see paragraph 2.191).

3 Approved Contractors Register (Maintainers)

2.224 Whenever a contractor is approved to maintain a specific item of call
routing apparatus (CRA) an approval is issued under section 20 of the
Telecommunications Act 1994. A contractor may therefore hold a number of
approvals for different CRA, and similarly a particular piece of CRA might be
one that several different contractors are approved to maintain. The Register
index held on the computer database can therefore be searched for all the CRA
maintained by a specified approved contractor or for all the contractors approved
to maintain a particular piece of CRA.

2.225 The number of contractor approvals granted in 1993 was 578. A total of
2,444 approvals were in force by the end of the year, held by 188 contractors in
respect of 281 models of CRA. In addition three maintainers were approved to
maintain serially connected equipment (SCE) (see also paragraph 2.198).



2,226 In addition there is a list of maintainers and installers who are registered
to offer connection services for CRA to the public telecommunications networks
under the Pre-connection Inspection (PCI) and Connection Scheme (see
paragraphs 2.195 to 2.197). During the year 25 installers and 14 maintainers
were registered under the Scheme, bringing the totals to 66 and 36 respectively.

4 Miscellaneous registers

2.227 OFTEL keeps a register of licence applications under consideration by
the Secretary of State (see also paragraphs 2.66 to 2.68). This register started after
the so-called Duopoly Review finished in 1991 and is updated weekly.

2,228 All systems registered under the class licence for satellite master antenna
television (SMATV) networks covering no more than 1,000 homes are kept on a
register, The Register contains an index of licensees and the maps of their
licensed area. At the end of the year 1,981 systems were registered — 90 systems
were added in 1993 (see paragraph 2.100).

2.229 The Library holds a list of General Approvals under section 22 of the
Telecommunications Act 1984 and a list of standards designated by the Secretary
of State under section 22(b) of the Act.

Other documents held

2.230 In addition to these Registers the Library also holds copies of the
responses to most OFTEL consultative documents, draft PTO licences when
these are out for public consultation, and copies of interconnection agreements
published under Condition 16A of BT’s licence.
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PART THREE

THE ADVISORY
COMMITTEES

3.1 The six committees — one for each country of the UK, together with two
others focussing on the special interests of smaller businesses and of disabled
and elderly people — were created by the Telecommunications Act 1984, Their
members are individually appointed and are independent of OFTEL.

3.2 The committees’ role is to provide advice to the Director General of
Telecommunications, either at his request or on their own initiative, across the
tull range of his activities. The interests of consumers have priority in that
advice,

3.3 The committees maintain contact with telecommunications providers, with
a wide range of consumer groups and, through liaison with the nationwide
network of some 160 local Telecommunications Advisory Committees, with the
public at large.

3.4 Committee secretariats in Scotland, Wales and Northern Ireland handle
local consumer complaints, supported by OFTEL on request. The London-based
secretariat, which services the other three committees, uses OFTEL’s resources to
deal with most complaints directed to them.

3.5 Each committee is required to make a report annually to the Director
General. These reports are published on the following pages. To avoid repetition
a cross-reference is given in the heading to a section where the issue has already
been explained in Part Two — OFTEL’s Activities.
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3.6 Each committee also publishes separately a more detailed record of its
activities, which is available free from the Secretary at the address shown below.

O English Advisory Committee on
Telecommunications (ENACT)

O Advisory Committee on
Telecommunications for Small
Businesses {BACT)

O Advisory Committee on
Telecommunications for Disabled
and Elderly People (DIEL)

are all based at:
50 Ludgate Hill
London EC4M 7]]
Tel: 071 634 8770 (voice)

O Welsh Advisory Committee on

Telecormmunications (WACT)
Caradog House

St Andrews Place

Cardiff CF1 3BE

Tel: 0222 374028

Northern Ireland Advisory Committee
on Telecommunications (NIACT)

7th Floor

Chamber of Commerce House

22 Great Victoria Street

Belfast BT2 7QA

071 634 8769 (Minicom VII} Tel: 0232 244113

071 634 8771 (QWERTYphone}

O Scottish Advisory Committee on
Telecommunications (SACOT)
2 Greenside Lane
Edinburgh EH1 3AH
Tel: 031 244 5576

REPORT OF THE

ADVISORY COMMITTEE ON
TELECOMMUNICATIONS FOR
SMALL BUSINESSES (BACT)

Membership and activity during 1993

3.7 There were no changes in the membership of the Committee during the
year. A full membership list appears at the end of this report.

3.8 The Committee met on five occasions and we dealt with other major issues
by correspondence or telephone discussion. The Chairman attended both ACT
Chairmen’s Group meetings with the Director General and was supported by
other members at a workshop with him on OFTEL’s forward strategy. The
Director General attended one of our own meetings.

3.9 Meetings were attended by the Technical Director and the Consumer Policy
Adviser of OFTEL. We were also pleased to welcome representatives of BT
Supplier Liaison and Mercury Communications Small Business Marketing,



3.10 In our advice, we sought to represent the impact of issues on smaller
businesses, We considered primarily:

O Competition in telecommunications
O National Code Change (PhONEday)
O New numbering systems

O Number portability

O Calling line identification {CLI)

O Directory enquiry services

O Delivery of mobile services

QO Premium rate services

O Security and other problems of fax communication
O PTO relations with smaller suppliers
O BABT product approval procedures

3.11 We were consulted by OFTEL on its publications for business users during
the year. We produced one issue of our newsletter BusitiessLine and replaced our
out-dated guide to telex, fax and e-mail with a wider-ranging booklet A Basic
Guide to Data Communications.

BACT views on major issues

Competition in business telecommunications

3.12 In general, we feel that competition is working well for businesses. The
real cost of business calls has reduced significantly and the range of services and
tariffs available is growing steadily. We have been concerned, however, that the
presentation of the options has been so diverse and comparability so difficult that
those running smaller businesses have been unable to exercise choice effectively.
Therefore, we are particularly pleased to note Mercury’s decision to match its
geographical banding to that of BT and the latter’s decision to introduce charging
by time rather than unit. These moves should assist the process of choice, but
there is still much obscurity about charging in the mobile market, which must be
addressed.

3.13 Although firms outside the main urban areas have benefitted to some
extent from competition within them, many still do not have real choice. We
expect that OFTEL’s work on interconnection costs and accounting separation for
BT will be of significant value.

PhONEday and after

3.14 We discussed, with all those involved, our concern that the need for early
action on the National Code Change on 16 April 1995 was not being adequately
publicised. We are pleased that both OFTEL and BT have now scaled up their
effort. The OFTEL PhONEday - Equipment Guide (listing customer premises
equipment) is particularly valuable.

BACT
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3.15 We were disappointed that so few businesses responded to OFTEL’s
invitation to comment on longer term plans for the numbering system. We
expressed the view that establishing a structure which would be stable in the
long term would be of significant cost benefit to business users.

Number portability

3.16 Overriding all other numbering considerations, however, was the
prospect of number portability. We advised that this was the single most
important advance in numbering, so far as the business user was concerned; and
would have significant impact on exercise of choice, thus encouraging competi-
tion.

Calling line identification (CLI) (see paragraphs 2.153 to 2.155)

3.17 We found some difficulty with this topic. It was clear to us that if the
concept found general favour and was widely adopted, then it would bring
benefits for business and would provide a base for the development of other
useful services. However, whilst businesses would want maximum freedom in
the use of CLI, we perceived real fear amongst individuals about invasion of
privacy.

3.18 Our advice accepted that some initial constraint on use of CLI should be
offered. We believe that, as people become familiar with the system in practice,
the demand for controls will decline, The terms on which CLI becomes available
should be open to review and amendment by OFTEL.

Directory enquiry (DQ) services (see paragraphs 2.43 to 2.47)

3.19 We concluded that the business view of the on-line DQ service is not
materially different from that of consumers generally: that single-point access to
all subscriber details is desirable. However, we believe that the prospects for
competitive provision of access to a single database should be investigated. We
emphasised the need to be able to search for dedicated fax and data line numbers
as well as voice lines.

3.20 We are concerned about the situation with classified directories. There
appears to be continued difficulty for Yellow Pages’ smaller competitors in
obtaining information, which we feel bears further investigation by the
competent authorities.

Delivery of mobile services (see paragraphs 2.143 to 2.144)

3.21 We view the growth of mobile telephony services as a key factor for all
sizes of business and are pleased with their increasing reliability. The availability
of fax facilities and call diversion/messages services is creating an ever more
useful tool for all.



3.22 However, we feel that network messages should be more accurate — for
example, in informing the caller when a receiver is switched off or out of range so
a further attempt will also fail — and that charges for providing messages should
be standardised. We are also very concerned about megative selling’ of some
services where additional features are provided without prior agreement and the
customer billed for them later.

Premium rate services (PRS)

3.23 Our interest has been primarily in the ability of firms to control
unauthorised access to PRS via their business lines. We welcomed strongly BT’s
decision to limit adult service access to opt-in clients using personal identification
numbers (PINs). Taken with existing call-barring facilities, this provides a high
degree of protection. However, businesses will have to take particular care of
lines with international access until some way can be found to deal with the
increasing number of overseas-based operators. Solving this problem should be
a priority.

Fax communications

3.24 We considered two main points: problems with overseas fax messages and
accuracy of originating numbers. Neither seemed a matter directly for OFTEL
and we are pursuing them elsewhere.

3.25 In our 1992 report, we said that we favoured the incorporation of an
‘answerback’ code arrangement, to provide an on-line check that connection to
the right destination had been made. With the increasing number of fax
machines in use, that seems to us even more important, and we are disappointed
that we have heard nothing further from the facsimile industry on the point.

PTO relations with small suppliers

3.26 We held discussions with BT on the prospects for more smaller firms in the
UK becoming suppliers to it. These were inconclusive. However, we were
encouraged by BT’s policy of assisting suppliers to meet quality requirements;
and by a move towards ‘whole-life” assessment in purchasing, where ability to
support the product from a local operating base can shift the balance of price
comparisons,

3.27 We believe that the new smaller public telecommunications operators
(PTOs) may have requirements which can be met by smaller suppliers and we
intend to seek dialogue with them.

BABT product approval procedures

3.28 We believe that approval procedures are too complex, expensive and time-
consuming when applied to the ‘niche’ products developed by smaller firms.
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This inhibits innovation and limits choice to the consumer. We feel that a
streamlined procedure should be available for specialist and low-volume
products. We hope that OFTEL will examine this area during 1994.

Complaints and representations

3.29 We are pleased to note the overall decline in business complaint levels,
but remain concerned about the relatively high incidence in the London area.
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Chairman
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REPORT OF THE

ADVISORY COMMITTEE ON
TELECOMMUNICATIONS FOR
DISABLED AND ELDERLY
PEOPLE [DIEL)

Membership and activity during 1993

3.30 A new Chairman and one additional member were appointed by the
Director General during the year. One member retired on health grounds. A full
membership list appears at the end of this report.

3.31 The Committee held four quarterly meetings in London and, in addition,
members took part in several external visits to discuss and examine develop-
ments in services and facilities for disabled and elderly telephone users with
special needs.

3.32 The Chairman attended both of the ACT Chairmens’ Group meetings
with the Director General and was pleased to welcome representatives of OFTEL
to two DIEL meetings. Meetings were also attended by the Chairman of OFTEL’s
Working Group for the Hearing Impaired; by BT and Mercury; and by the Head
of the Department of Transport’s Disability Unit. Through our Secretariat, we
continued to maintain links with many other bodies with interests similar to our
own,

3.33 Key subjects considered by the Committee during the year included:

O BT’s free Priority Fault Repair Scheme

O Access to telephones

O Improvements to services and facilities for textphone users
O Directory Enquiry and printed directory services

O Calling line identification (CLI) and derived services

(O BT’s proposed low user tariff

O National Code Change (PhONEday)

DIEL
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DIEL views

BT’s free Priority Fault Repair Scheme

3.34 We met with BT early in the year to discuss its plans to relaunch an
improved scheme. We were encouraged by BT’s intention to expand the scope of
eligible customers beyond those living alone and to make registration for the
scheme easier, although we had reservations about certain aspects of its
proposals.

3.35 We offered various suggestions on ways in which we felt the scheme
might be further improved and looked forward to it being relaunched before the
end of the year. Unfortunately, this did not occur and we are disappointed that,
at the time of writing, BT has still to announce a firm launch date.

Access to telephones

3.36 Ready access to public payphones is essential to many disabled or elderly
people unable to afford their own telephones. There has been a dramatic
increase in the overall numbers of public payphones in recent years but we have
been concerned that, too often, vulnerable people in remote rural areas or
rundown city housing estates are still without convenient and operational
payphones.

3.37 Whilst we recognise the problems faced from vandalism, etc, we still feel
that there is more that could be usefully done to address our concerns. In
particular, we would like to see operators publishing clearer guidelines on their
policy and practice with regard to the location of public payphones.

3.38 We had a meeting with the Head of the Department of Transport's
Disability unit to discuss access to emergency telephones on motorways and
other major roads for disabled drivers. The Department is currently undertaking
a review of motorway phones. We requested that particular attention should be
paid to improving these facilities for the benefit of deaf and speech-impaired
motorists. We look forward to further consultation with the Department.

3.39 We referred in our last report to a wide variation in access to telephones
for people in residential and nursing homes. Following a series of discussions
with other interested parties, we published a leaflet called Access to the Telephone
- a right or a luxury? which was widely circulated to managers of these homes
encouraging them to consider ways in which telephone facilities for residents
might be improved.

Improvements to services and facilities for textphone users

3.40 We considered at length the particular needs of profoundly deaf and
speech-impaired people, for whom the normal telephone service is very largely



inaccessible. We visited Typetalk, the national relay service for textphone users,
to see the work being done there to develop services which enable them to
communicate effectively with others by phone.

3.41 We are concerned that textphone users are unable to access the 999
emergency service, since it lacks textphone facilities. We have made it clear that
this is an unacceptable situation. The suggestion has been made that Typetalk
might take on the role of a 999 call centre for textphone users. The feasibility of
this is currently being examined by OFTEL and the 999 network operators (BT
and Mercury). Whatever decision is reached on that, suitable access must be
found soon to a service which the rest of us take for granted.

3.42 We appreciate the service which Typetalk offers deaf and speech-impaired
people. However, it offers a means of communication to only comparatively few
people and denies deaf people the degree of privacy enjoyed by other telephone
users. It is important that attention is not deflected from developing technology
to offer deaf and other disabled people more freedom in the use of the telephone
network. In this connection, we were impressed by the work which we saw
during our visit to BT’s Martlesham research laboratories. We hope that this and
similar initiatives will be encouraged.

Directory enquiry and printed directory services
(see paragraphs 2.43 to 2.47)

3.43 We feel that, like the existing public telecommunications operators
(PTOs), any new operators coming into the market and offering DQ services
should be required to provide them free to customers who are blind or who
suffer from other conditions which prevent them from using printed directories.

Calling line identification (CLI) and derived services
(see paragraphs 2.153 to 2.155)

3.44 Whilst we appreciated the importance of the privacy and other issues
which were raised by the introduction of CLI services, we felt that OFTEL's
consultative document concentrated on these to the detriment of an adequate
explanation of the potential benefits of CLI and services derived from it to
customers. We considered that public CLI services would prove a significant
development of the telephone network for many disabled and elderly people.

BT’s proposed Light User Tariff Scheme

3.45 We were consulted on the terms of the scheme, which we were happy to
endorse. We feel that the new tariff will prove to be a major advance on BT's
earlier Supportline and Low User Rental Rebate Schemes, which it is designed
to replace, and will help many more elderly or disabled people who make
comparatively few calls, than have been able to benefit from the earlier
schemes.
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3.46 We were disappointed that, despite outline agreement between OFTEL
and BT in 1992, negotiations on the final form of the new tariff continued late
into 1993 and the scheme was not due to come into operation until 1 January
1994.

The National Code Change (PhONEday)

3.47 Substantial publicity about the implications of the National Code
Change for all telephone users and the actions they should take is essential. We
have recommended to OFTEL and to the PTOs that special attention needs to
be paid to targetting groups and organisations who are in touch with
vulnerable people and in preparing advisory material in forms which are
accessible to disabled people (eg large print leaflets and on audio tape for
visually impaired people).

3.48 In particular, we have stressed the importance of early contact with local
authorities and other bodies operating community alarm telephone services, so
that suitable arrangements can be put in hand to reprogramme the automatic
alarm numbers stored in their clients’ telephones.

Other matters

Telephony as a social provision

3.49 Traditionally the cost of the special provision of telephone service to
disadvantaged groups in society has fallen on BT as the dominant service
provider in the UK; and thus on its customers. However, as BT’s monaopoly share
of the market is reduced as a result of growing competition from other network
operators, we feel that attention needs to be given to seeing how this cost can be
fairly shared by all the networks and their customers or by the public at large.

OFTEL’s Working Group for the Hearing Impaired

3.50 We kept in touch with the ongeing work of the Working Group for the
Hearing Impaired (WGHI), which advises OFTEL on technical matters affecting
the use of telephones by deaf and other hearing impaired people, through the
attendance of its Chairman at one of cur meetings. A summary report on the
WGHI's activities in the past year follows this report.

The DIEL information pack

3.51 As in past years, we continued to seek opportunities to raise public
awareness of our role and activities. Publication of a new edition of our
information pack on currently-available telephone services and facilities for
disabled or elderly people was delayed, to take account of the many changes
occurring close to the year end. It will be available early in 1994.
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Annex: Working Group on Telecommunications
for the Hearing Impaired {\WGHI)

3.52 The Working Group on Telecommunications for the Hearing Impaired
(WGHY) is an informal group of technical -experts which advises the Director
General on technical problems in meeting the telecommunications needs of both
hearing- and speech-impaired people. At the beginning of the year, the WGHI
welcomed a new Chairman, Mr John Barnes.

3.53 During the year, WGHI has maintained its overview of the practical
problems faced by such users of telecommunications services. For the most part,
it placed strong emphasis on two key areas:

O the implementation of a recognised standard for users of text terminals,
to ensure compatibility between equipment; and

O the introduction of a satisfactory emergency call service for users of such
equipment.

It is hopeful of a speedy resolution to the particular problems experienced by
users and will continue to press for action in both of these areas.

3.54 Additionally, WGHI has continued to monitor progress in the field of
telephone and hearing aid compatibility. This task has been assisted by the
Chairman’s close involvement in European consideration of the matter. Also,
during the year, there was increasing concern within the deaf community about
potential interference problems between GSM portable telephones and hearing
aid users. WGHI was able to advise OFTEL on this situation and its initial views
were published in OFTEL News.

355 WGHI maintained its close links with related work in other arenas
through its cross-membership of COST (European Co-operation in the field of
Scientific and Technical research), ITU-TS (International Telecommunications
Union - Telecommunications Standardisation Sector; formerly CCITT), ETSI
(European Telecommunications Standards Institute) and BSI (British Standards
Institution). WGHI also kept up its close liaison with DIEL. In this context, the
Chairman attended a meeting of DIEL in September to update DIEL members on
WGHI’s activities.
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TELECOMMUNICATIONS [ENACT)

ENACT

Membership and activity during 1993

3.56 The Chairman and three members completed their terms of office during
the year. A new Chairman and six members were appointed by the Secretary of
State, bringing the Committee to a size more comparable with the other ACTs. A
full membership list appears at the end of this report.

3.57 Despite this major change in membership, we maintained both our own
quarterly meeting schedule in London and members’ level of attendance at
external events. We attended both the ACT Chairmen’s Group meetings with the
Director General of Telecommunications and regard this forum as an important
element in the liaison process.

3.58 We were pleased to welcome representatives of OFTEL to two of our
meetings. Meetings were also attended by representatives of BT and ICSTIS and
by the Director of Telecommunications Policy at the Japanese Ministry of Posts
and Telecommunications. Through our Secretariat, we maintained links with
many other bodies.

3.59 Key topics considered by the Committee during the year were:

O Regulation of premium rate services
O Effect of the Competition and Service (Utilities) Act 1992
O Calling line identification (CLI) and derived services
O Consumer aspects of
« Directory enquiry and printed directory services
« Future numbering policy
« Transparency of service costs
O Provision of services to special interest groups

ENACT views on major issues

Premium rate services (PRS)

3.60 We were glad of the opportunity to discuss its work with ICSTIS and to
contribute towards the revised (sixth) Code of Practice which it published during
the year. We supported the action taken by ICSTIS, and now upheld by the
Courts, to limit the placement of advertising of adult services and welcomed BT’s
proposal to introduce ‘opt-in’ arrangements for them, requiring the use of a PIN
number. We hope that all PTOs will establish similar arrangements. We hope
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also that some means will be found to close the loop-hole which allows
overseas-based services to avoid these controls.

3.61 We will look closely at any proposals to introduce a more expensive range
of services. We believe that PRS can be an appropriate means of providing
consumer access to expert services, but will wish to see adequate safeguards on
the quality and value for money of such services,

Competition and Service (Utilities) Act 1992
(paragraphs 2.149 to 2.152)

3.62 We accepted the decision to defer the introduction of billing dispute
regulations, but wish to review the situation in the light of further experience of
the internal complaints procedures of the PTOs designated under the 1992 Act.
We are disappointed at the delay in developing PTO performance standards. We
hope that early agreement will be reached on a format for publication of
comparable performance data. We consider that both standards and information
are essential if the consumer is to be able to exercise competitive choice in any
sensible way.

Calling line identification (CLI) (paragraphs 2.153 to 2.155)

3.63 We welcomed OFTEL's consultative document setting out the privacy and
other issues involved in the introduction of public CLI. However, we feel that the
potential benefits, both short and long term, of CLI display itself and other
services which could be offered using it are not fully appreciated by the public.
Therefore, we suspect that some respondents to the consultation will, through
ignorance, have taken an unbalanced view. We urge the Director General to take
a further look at the educational aspect before reaching decisions.

Consumer needs

3.64 Two key factors of particular importance to the consumer have emerged:
adequate and comparable information, and predictability.

3.65 Consumers can only take advantage of choice in services if they have
enough information to make sensible decisions. That information must be
presented in a way which allows them to understand and compare different
options and decide which is best for them. It is essential for the regulatory
framework to ensure that this happens or the public benefits of competition will
be lost.

3.66 We believe that OFTEL has a major role to play in educating consumers
about the opportunities — and the costs and limitations — of new services. We
have stressed the need for OFTEL itself to provide factual information to
consumers where the industry fails to do so.



3.67 However, there are global services or aspects of service provision where
consumers seem to place far less value on choice. They desire primarily a known
and reliable service and they expect the regulator to ensure that they get it.

3.68 Views on the Directory Enquiry service are an example of that attitude.
Most consumers appear to want a single comprehensive source of number
information which can be accessed in the same way from any point on any PTO
network,

3.6% The predictability concept has wider application in network operation.
Complaints suggest, for example, that most users assume that common charging
principles operate across all networks for calls which are not connected and are
concerned when they discover, on billing, that this is not the case. Consumers
need, at the least, a clear grasp of the differences between networks in such
matters, but would appear to prefer that there were none.

3.70 The point of principle will become increasingly important as technology
advances. It may soon become possible for a customer to have a personal and
portable telephone number. This is a very exciting development and the
flexibility it will give to telephone users demands our support for it. But we must
be sure that the development includes an arrangement such that callers are made
aware of the charge band which will apply to the connection they seek, before
the charge is incurred.

3.71 Our advice on future numbering structures also reflected the need for
numbering information to give the maximum possible information to users about
the quality, connection prospects and charging regimes related to calls to a
number.

Special needs groups

3.72 We believe that access to telephony services is now a necessity rather than
a luxury in this country. We were pleased to see the general reduction of BT
connection charges announced during the year and welcome the new Light User
Tariff, to be introduced in 1994, We believe that easing of access to telephony
and the substantial widening of eligibility for lower-rate call charges for low-
volume users was long overdue. The effects of competition in the mobile market,
reducing access costs, are equally welcome.

3.73 However, we remain concerned about the restrictive effects of deposit
policies and will want to look further at this issue. We also hope to open up the
debate about how those aspects of telephony which provide social benefits,
whether to individuals or to the community at large, should be dealt with in the
future.
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Telecommunication service development

3,74 We believe that real choice, although slow to come for many people, is
now arriving. Rural customers still await the full range of options. The increasing
integration of fixed-link and radio-based technologies may now allow them to be
reached more quickly and economically by some new services, but not by all.
However, we feel that they are benefitting from the effects of competition
elsewhere on their providers.

Local Telecommunications Advisory Committees

3.75 The network of 129 voluntary Telecommunications Advisory Committees
(TACs) in England act as a source of support to consumers. We have continued to
monitor and seek improvements in the liaison between PTOs and TACs., We
have also encouraged the formation of new TACs to increase geographical
coverage of the network and reorganisation where original structures are no
longer appropriate. We think it is important that the Government should
continue to make sufficient finance available to TACs to support their consumer
representation work.

3.76 Some TACs have provided excellent support to our advisory work, but we
feel that the potential of the network to make ‘grass-roots’ input to policy is still
not fully exploited. We would like to use TACs more systematically as a source of
consumer views in our work and intend, in 1994, to open up discussion of how
this might be achieved.
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REPORT OF THE
NORTHERN IRELAND ADVISORY
COMMITTEE ON
TELECOMMUNICATIONS [NIACT)

Membership and activities during 1993

3.77 During the year three members of the Committee completed their terms of
office. We are awaiting appointment of their successors. One new member was
appointed to fill an earlier vacancy. A full membership list is given at the end of
this report. '

3.78 Five meetings of the Committee were held during the year, including a
joint meeting with the Post Office User’s Council for Northern Ireland, at which
the then Minister for Consumer Affairs and Small Firms, Baroness Denton, was
present. Members then joined the Minister at a luncheon for over 250 business
and public sector representatives in the Province, at which she was guest
speaker.

3.79 Again the Committee welcomed visitors from OFTEL, who gave valuable
assistance in responding principally to consultative papers. Other visitors from
Government departments and major providers of telephony services also
attended meetings.

3.80 The Committee’s activities included a major conference — Worldwide
Network: a conference on communications — held in March at a venue north of
Belfast. Around 200 delegates from both private and public sectors attended, the
keynote speaker being the Director General of Telecommunications.

3.81 A large number of issues were considered by the Committee in 1993.
These included:

O ICSTIS’ Code of Practice

O Telephone number portability

O BT’s off-peak weekend rates

O Early morning call charges

O Billing disputes

O 999 emergency call arrangements

O Telephone charges and PABX queuing systems
O Calling line identification (CLI)

O Cellular telephone survey



O Cellular call charges

QO Interconnection and accounting separation
O Numbering choices for the future

O Provision of directory information

O Telecommunications performance statistics
O Charge band areas

O Digital exchanges

O Telephony as a social provision

NIACT views on key issues

Telephone charges and PABX queuing systems

3.82 Concern was expressed by the Committee over the various types of call
queuing systems and the resulting charges levied for this provision on the caller.
The opinion of NIACT is that this situation is unsatisfactory. It is unfair that call
charges are made for time spent in queues without callers being made aware that
this will happen. Also, in the case of a large user, the system used resulted at
times in those at the rear of the queue being brought to the front - this appears
particularly unfair to those waiting longest.

3.83 It was recommended that publicity should be arranged to ensure that
callers are aware of the position. Voice prompt should also be considered by
those installing systems as an additional safeguard. Regulatory standards to the
type of equipment and method of operation should be applied.

Calling line identification (CLI) (paragraphs 2.153 to 2.155)

3.84 The Committee is very encouraged by the public reaction to CLI during
BT’s trials in Scotland, particularly with regard to the level of conversion of those
initially unwilling to accept it. The Committee, in general, would welcome the
national and international extension of this service by all operators, as a mutually
agreed system which should be paid for by all users as part of the national cost of
telephony.

3.85 However, in Northern Ireland, it is expected that there may be a large
number of customers requesting that the display of their number to the person
they are calling should be blocked for security reasons.

Cellular telephones

3.86 The Committee endorsed the possibility of a Province-wide survey of the
cellular telephone network to determine the quality of service provided. This
would help to clarify whether indications that the standard of service in the
Province is not as good as elsewhere in the UK are accurate. The Committee also
favours an examination of cellular charges on the network for unanswered calls
or where there is a recorded call system.
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Numbering choice for the future

3.87 The Committee felt that it is vital to provide a stable and coherent
environment through the 21st century and also to ensure that there is sufficient
numbering capacity for BT and new competitive telecommunications services. It
was vital that a clear indication be given to enable operators and manufacturers
to plan for the future with confidence. The Committee recommended that the
system, where possible, should mirror European standards.

Provision of directory information

3.88 The Committee believes that directory information should be made
available to all subscribers on paper, in the form of a telephone directory
upgraded biennially, and also on voice as the current directory enquiry service.
Provision should also be made for access via computer databases.

Telephony as a social provision

3.89 It was agreed that there is a requirement for universal availability of the
telephone service, particularly in rural areas. As a generalisation, costs must be
borne across the system.

3.90 On the question of emergency services and in recognition of the fact that
the costs of this are possibly borne by the consumer, the Committee felt that this
should continue. Another area requiring consideration is healthcare for elderly
and disabled people.

BT’s off-peak weekend rate

391 The Committee is delighted that BT has been able to satisfy OFTEL
regarding the cost structure of concessionary rates on Sundays. The initial trial
period scheme had been well received in Northern Ireland and much satisfaction
was expressed by customers with family spread throughout the UK, particularly
old people and students. This was beneficial as it ensured better utilisation of the
network at the same time as enhancing customer satisfaction. BT and other
operators should be encouraged to make fuller use of the network, particularly
where this provides additional customer benefits: better utilisation must result in
lower charges for all.

Telecommunications Advisory Committees (TACs)

3.92 Three new TACs were formed in Northern Ireland during the year, bring
the total covering the Province to 11. These are acting as local monitoring and
referral offices. Local queries and suggestions from TACs are readily accepted by
the PTOs. The expansion of the TAC network has considerably helped the
Committee in discharging its responsibilities.



Telephone service

3.93 We are pleased to note that Northern Ireland has benefitted significantly
from telephony improvements, including the STAR network, which has resulted
in increased employment opportunities in ‘back office’ support services. The
Comunittee and consumers also welcomed Mercury’s decision to extend its
services to Northern Ireland bringing more choice.

Complaints and representations

3.94 The overall standard of quality of service provided in Northern Ireland
remains very high, with a low level of complaints being made to the Committee.
A summary of the representations received is given in Table 3.1.

Table 3.1 Summary of representations received during 1993

:‘Ea:ais o
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Mrs M Jefferson MBE (to August 1993)
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Mr J A Kerr
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Mrs M Noble
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Mr ] D Thompson MA DL
Solicitor and Netary Public; Chairman, Southern Health and Social Services Board

Secretary
Mr R T Jordan OBE JP



REPORT OF THE SCOTTISH
ADVISORY COMMITTEE ON
TELECOMMUNICATIONS [SACOT)

Membership and activity during 1993

3.95 One new member was appointed by the Secretary of State in March to fill
a vacancy. Two members completed their terms of office in September and the
appointments of successors to them is awaited. Thus, membership of the
Committee at the year end stood at ten. A full membership list appears at the end
of this report.

3.96 The Committee held four meetings during the year — in March, June,
August and December. Meetings were held in Edinburgh (three) and Banchory,
Kincardineshire. We are pleased to record the attendance of senior OFTEL and
BT personnel at our meetings, and value their contribution to our work. We were
particularly pleased to welcome the Director General and Mr Mike Bett, Deputy
Chairman of BT, to meetings.

3.97 Among the main items which we considered during the year, including
matters on which we were consulted by OFTEL, were the following:

O 999 calls and the identification of callers

O Review of 999 service

(O Charges for directory enquiries

O Education and training for committee chairmen and members

O Provision of BT quality of service information

O Cellular telephone call costs (where call results in a recorded
announcement)

O Calling line identification (CLI) and derived services

O Telephone charges and PABX call-queuing systems

O Future numbering policy

O Interconnection and accounting separation

O Replacement of BT’s ‘Supportline” with new low user tariff

O Cost of telephony as a social provision.

3.98 In April we held our second Scottish TAC Conference in Edinburgh,
which focused on the theme of ‘competition and choice’, The primary aim of the
conference was to give delegates a feel for developments on the competitive
front which have taken place within the telecommunications industry in
Scotland in recent years.

SACOT
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3.99 Speakers at the conference included representatives from each of the main
telecommunications operators in Scotland as well as from OFTEL and Scottish
Enterprise. Delegates were given a stimulating glimpse of the role of
telecommunications in Scotland’s future.

3.100 The conference was attended in the main by representatives from
each of the Scottish TACs and senior managers from each of the principal
service providers, and also attracted a number of delegates from the Scottish
business community. Our next conference will take place in Edinburgh during
1995.

3.101 The Committee Secretariat moved offices within Edinburgh during
November. Arrangements are in hand for contact information to be provided in
all BT Phone Books and on the reverse of BT telephone bills whenever these are
reprinted.

SACOT views on major issues

Calling line identification (CLI) (paragraphs 2.153 to 2.155)

3.102 In our response to OFTEL’s consultative document on CLI, we expressed
the view that the impact of CLI on the privacy rights of customers had not, in our
opinion, been fully explored. We also considered that the introduction of CLI
seemed to be being driven more by technology than by customer demand.

3.103 Whether our concerns will be shown to be justified remains to be seen,
but we are aware that the Director General of OFTEL has received conflicting
views from a range of interested parties about the introduction of CLI. We,
therefore, strongly urge the Director General to consider these views in greater
depth before formulating a definitive policy statement on the matter.

The cost of telephony as a social provision

3.104 We welcomed the opportunity to join a dialogue with the Director
General on the extent to which it is appropriate to expect the cost of unprofitable
provision in telephony for ‘social’ reasons to be supported by telephone users
generally, and how such provision can be dealt with or regulated in a
competitive private sector market.

3.105 Our initial view was that there are many different forms of ‘social’
obligation in telephony, both for individuals and for wider public benefit. It is
unlikely that there would be complete public consensus on which of these
should be maintained; and on whether financial responsibility for them should
rest with the public telecommunications operators or the Government.



3.106 Therefore, there is danger in rigorously identifying services, or parts of
them, where subsidy for social reasons notionally exists. If that piecemeal
approach is taken, customers who do not currently benefit from them may take
the short term view that they would rather see lower personal telephone bills
than continue to contribute indirectly or otherwise towards these aspects of
service, albeit that they might in the future benefit from them. We expect to have
further opportunity for comment as the discussion gathers momentum.

999 calls and the identification of callers

3.107 We reported on this topic in 1992 and are pleased to record that,
following lengthy discussions with BT and the Association of Chief Police
Officers in Scotland, revised guidelines have now been issued to all Scottish
Police Forces concerning anonymous callers and the use of CLI. We can confirm
that, in future, the only circumstances in which the police will approach BT in an
attempt to identify an anonymous caller using CLI will be where, for example,
there is a perceived risk to life or property.

3.108 More important, however, is the fact that the police have agreed not to
contact physically any person identified by CLI, other than after a telephone call
has been made to such a person requesting permission for a personal approach to
be made.

3.109 We are content that our concerns over the need for the emergency
authorities to respect the confidentiality of anonymous callers have at last been
recognised, and we are particularly grateful to the Association of Chief Police
Officers in Scotland for their co-operation in this matter.

Development of telecommunications services in
Scotland

3.110 1993 saw a considerable expansion of telecommunications services in
Scotland, particularly on the cable and cellular fronts, and we very much
welcome the developments which have taken place. BT and Mercury continued
to invest in their Scottish networks resulting in improvements and wider choice
of services.

Telecommunications Advisory Committees [TACs)

3.111 We are pleased to record that in 1993 TACs have continued to represent
most effectively the interests of telephone users in their areas. The TAC network
in Scotland now spans the country, with local committees operating from
Shetland to Galloway, and in general users are well represented. However, while
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there are no plans at present for extension of this network, we are always
prepared to consider proposals for forming new committees where it would seem
sensible.

3.112 Equally, we sometimes feel it is appropriate to encourage mergers of
adjacent committees for operational reasons. Two such ‘mergers’ took place in
1993, involving the Glasgow /Dumbarton TACs and the Lothians /Borders TACs
where, in both cases, the former absorbed the geographical responsibilities of the
latter. Thus, the number of TACs in Scotland now stands at 13 - two fewer than
in 1992,

3.113 SACOT has maintained its commitment to ensuring that TACs continue
to act as an effective source of support for local telephone users and, to this
end, nine TACs were visited by the Secretary or a member of his staff during
1993,

Contact with other organisations

3.114 During the year we continued to maintain close contact with senior
management in BT, MCL and United Artists, as the main operators currently
providing fixed telephony service in Scotland. Contact with OFTEL and the
Advisory Committees for Wales and Northern Ireland was also maintained

Table 3.2 Summary of representations received during 1993
{written and telephoned)




through attendance by the Chairman and Secretary at meetings and exchanges
of correspondence. In addition, the Chairman and/or Secretary held meetings
with representatives of the Department of Trade and Industry in London.

Complaints and other representations

3.115 The volume of representations received during the year in respect of
telephone service in Scotland showed a further substantial decline (see Table
3.2). Within the total, the number of disputed accounts and other billing matters
fell by 54%. There was also a welcome fall in complaints about service provision
and fault repair performance: and about deposits and other charges. Unfortu-
nately, dissatisfaction with quality of service appears to have risen slightly. We
will monitor this effect.

MEMBERSHIP OF THE COMMITTEE

Chairman

Mr W K Begg OBE
Chairman, Begg, Cousland Holdings Ltd

Members

Mrs J M Dickson
Deputy Officer, residential home for elderly people

Lady Forbes of Craigievar (to September 1993)

Chairman, Galloway Post and Telecommunications Advisory Committee

Mr D A Gardner
Director, Moray Firth Radio

Mrs C J Jones BSc ARSM

Oil exploration geoscientist

Mr P Michie

Consultant in total quality management

Mr J Purvis CBE MA{(Hons)

International business consultant.
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Mrs K Scott DA (to September 1993)

Manager, Dundee Citizens Advice Bureau

Dr E Steiner MBChB DPH MFCM MRCGP (from March 1993)

General practitioner

Professor H Williams
Professor of Business Computing, University of Strathclyde

Mr P Wilson JP

Former Councillor and past Convenor, Lothian Regional Council

Mr E Young MA(Hons)
Member, Post Office Users’ Council for Scotland

Secretary
Mr R L L King

REPORT OF THE WELSH
ADVISORY COMMITTEE ON
TELECOMMUNICATIONS (WACT)

Membership and activity during 1993

3.116 Three members were appointed by the Secretary of State during the year
to bring the Committee up to strength but, unfortunately, one new appointee
had to resign in November for personal reasons. A full membership list appears
at the end of this report.

3.117 WACT met formally on four occasions during the year. The meeting in
March at BT Oswestry was followed by a tour of the facility. In June members
were present in Cardiff, Swansea, Aberystwyth and Bangor and were linked via
the University of Wales Videoconferencing Link. The September meeting at
Llandudno followed our Annual Conference. In December the Director General
of Telecommunications attended and addressed the meeting in Cardiff. He
encouraged the Committee to be more proactive in representing consumers in
Wales.

3.118 The Annual Conference of the Committee with representatives of the
Telecommunrication Advisory Committees (TACs) was held in Llandudno in
September. We are grateful to BT and the Post Office for joint sponsorship of this



event. The guest speakers were Mr Geraint Jones, BT’s National Manager for
Wales, and Mr Bill Wigglesworth, OFTEL’s Deputy Director General.

3.119 WACT’s Chairman attended the two ACT Chairmen’s Group Meetings
with the Director General of Telecommunications. This forum is an important
element in the liaison process.

3.120 Through our Secretariat we maintained links with many other bodies.

3.121 Key topics considered by the Committee during the year:

O Regulation of premium rate services

O Effect of the Competition and Service (Utilities) Act 1992
O Directory enquiry and printed directory services

O Calling line identification (CLI} and derived services

O Future numbering services

O Transparency of service costs

O Provision of service to special interest groups

WACT views on major issues

Regulation of premium rate services

3.122 WACT did not formally comment as we agreed with the line adopted by
ICSTIS, the Independent Committee for the Supervision of Standards of
Telephone Information Services, in their revised (sixth) Code of Practice.

Competition and Service (Utilities) Act 1992
(paragraphs 2.149 to 2.152)

3.123 WACT agreed with the decision to defer the introduction of billing
dispute regulations, particularly since the level of complaints to us have dropped
markedly since BT’s internal complaints procedures were improved.

Calling line identification (CLI) (see paragraphs 2.153 to 2.155)

3.124 WACT welcomed the availability of public CLI, which it feels will offer
real extra functionality to subscribers. The service can also impart greater
confidence in responding to the telephone. There are privacy implications but we
agree that these can, given care now, be handled.

Directory enquiry and printed directory services
(paragraphs 2.43 to 2.47)

3.125 WACT had some fears that, if the eventual proposal were to expand BT's
database to service all the other PTOs then, although OFTEL might well be able
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to regulate the price effectively, there could be breaches of commercial
confidentiality, in that BT could see the range and extent of their competitors’
numbers. Additionally, any existing investment in directory enquiry services by
other PTOs would become redundant.

3.126 If a directory call-handling agency were set up there was some concern
about how the costs would be recovered.

Future numbering policy (paragraphs 2.34 to 2.37)

3.127 WACT welcomed the general thrust of OFTEL’s consultative document.
It is particularly important for OFTEL to ensure that numbers are not used by
service providers as an anti-competitive weapon.

3.128 We found it helpful to distinguish between physical numbers such as the
present fixed network numbers where the number essentially identifies a specific
piece of equipment which can be addressed, and logical numbers which identify
services and people. Each logical number will (at any given time) be routed to a
physical number, that of the instrument currently providing the service, or on
which the person can be contacted.

3.129 Most of our current use is of physical numbers but we expect that the
greatest growth will be of logical numbers. Indeed, we predict that eventually
the physical number will not normally be used, except by the network for call
routing. Portability will be crucially important for logical numbers, needing
some database mechanism. In the short to medium term portability should
also be supported for physical numbers, presumably by some re-direction
mechanism.

3.130 Everything should be done to make the eventual system as consistent as
possible, to ease comprehension and maximise the opportunities it can bring. It
would then be desirable to phase out lingering quirks in the present scheme as
soon as possible.

Transparency of service costs (see paragraphs 2.5 to 2.8)

3.131 WACT agreed with the views expressed in OFTEL’s consultative
document but thought that charges for competitors should be the same as for
BT’s internal divisions. This should be calculated on an average cost in order to
protect customers in high cost areas. ‘

Telecommunication infrastructure in \X/ales

3.132 The Committee was pleased to note that there now appears to be the
prospect of a cable telephony service in the Newport, Cardiff and West Wales



areas which will be specifically targetted at residential customers. This should
introduce a true element of choice for customers.

3.133 We were disappointed to note that some of the services are slow in
reaching Wales. For example, Mercury One-2-One is initially operating within
the M25 and Ionica has no plans for developing its radio-based service in
Wales.

Telecommunications Advisory Committees {TACs)

3.134 It is to be regretted that the Mid and South Glamorgan TACs are still not
able to function because of financial constraints.

Bi-lingual policy in \X/ales

3.135 BT now recognises the importance of the Welsh language and its position
in everyday life in Wales. Its policy is that any customer wishing to conduct
business with BT in Welsh should be able to do so at any time. Customers may
phone a specific Welsh language freefone service or may request Welsh to be
used when phoning general service numbers. It will also provide written
communications in Welsh on request. WACT welcomes the fundamental policy
and supports the way in which it has been implemented. It believes that free
choice of this kind is preferable to a system under which all customers must pre-
register a language preference or receive bi-lingual written communication.

Table 3.3 Summary of representations received during 1993
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Complaints and representations

3.136 The welcome trend towards PTOs dealing much more effectively with
their own complaints and queries means that the number reaching our office is
still falling. The most significant reduction is in those concerning disputed
accounts, which fell by almost 70% (see Table 3.3).

3.137 It is, however, equally true that the representations which do reach us
tend to be more difficult and, perhaps, intractable and usually require more time
and research to work out a solution. We would like to record our thanks to BT’s
staff in Wales and to OFTEL in London for the help we have received to enable
us to deal with these representations.

MEMBERSHIP OF THE COMMITTEE

Chairman

Professor M D Tedd MA CEng MBCS

Professor of Computer Science, University College of Wales,
Aberystwyth

Members

Mr ] Bannon
Owner of John Bannon Properties, commercial investment and redevelopments

Mrs P J Blackwell
Organiser, WRVS Welfare for the Elderly, Powys

Mr C I Cooke (appointed April 1993, resigned November 1993)
Chairman, Triplex Lloyd plc

Mr D R Dutton

Member, Post Office Users” Council for Wales

Mr G S Hall

Chief Executive, Wales Chamber of Commerce

Mr D T Jones
Principal Tutor, North East Wales Institute of Higher Education

Mr G Jones (appointed May 1993)

Self-employed engineer

Mr J Lloyd-Jones (appointed May 1993}

Vice President, National Farmers” Union in Wales



Mr J C Maynard BSc CEng MBCS
Information Technology Manager, Welsh Water plc

Mr L C Murphy JP

Member, National Association of Local Councils, Welsh Committee

Professor ] ] O’'Reilly BTech PhD CEng FIEE CPhys FInst P BMIEEE

Director, School of Electronic Engineering Science, Bangor

Miss G M Williams FRMA
Finance Officer, Royal National Eisteddfod of Wales

Secretary
Mr G ] Mackenzie







BACKGROUND
STATISTICS

This appendix contains a selection of information
on the UK telecommunications industry as a
background to the Report

The tables in this appendix and some of the tables in Part Two — OFTEL’s
Activities - are updated versions of the tables previously contained in Appendix
3 of the OFTEL Annual Report. In 1993 OFTEL began a review of the statistical
information published by OFTEL and started work on achieving comparable
statistics for the performance of the different public network operators (see
paragraph 2.167). These initiatives may well result in different information being
published in future OFTEL Annual Reports.




1 TELEPHONE PENETRATION RATES
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2.1 BT’s exchange connections in service by type of subscriber
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2.3 The number, and annual percentage growth, of effective BT
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3.2 Fault repair service (1983-1993)
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4 MERCURY'S QUALITY OF SERVICE

APPENDIX
4.1 Availability of service [1987-1993]




4.2 Incidence of faults and service restoration time (1988-1993) BACKGROUND
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4.3 Directory enquiries service {1989-1993)
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4.4 Provision of service (1990-1993)
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4.5 Payphones (1991-1993)
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5 TELEX AND FACSIMILE SERVICES
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6 TELEGRAPH AND TELECOMMUNICATIONS EQUIPMENT
APPENDIX INDUSTRY DATA

6.1 Proportion of new PABXs and key systems supplied by 8T (based
on number of extension lines supplied} by size of system {1980-1992)




6.2 Proportion of new telephones and telephone answering
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7 MERCURY GROWTH STATISTICS
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