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reported in the previous Annual Reports. In some cases, companiemadgmtegrations

and reclassifications due to variations and integrationsalculation methods (for example,
drivers for the allocation of revenues or investments) and changes in dheas of
business/economiactivity; this hasoften led to major adjustments in terms of economic
amounts

In-depth information and argorrigenda are available at www.agcom.it.
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Presidendb s pref ac

THE

past year, the Authorityhas been in the frontline imany significant events in thiield of communication and
information in Italy. It was the year of important consolidatioaasuregWind / H3G, Vivendi / Mediaset, Mondadori /
Mediaset / Finelcol.'Espresso / Itedi Group), but also the year of the entry of new operators in the market (lliad, Open
Fiber). It was the year of thetart of projects financed by public funds for the development of-biwadband and the

year of strong momentunf private investment in innovation and development of fixedraabile ultrabroadband
networks. Simultaneoushyewitnessedhe start of the renewal of tH@onvention between the State d&al and of the
debate on th future of theublic radio-televisioncompay in a digital and multimedia context.

It wasalso the year wherhe consumer and the citizen wetamoring for a new role, but also new protections within

the economy and the digital socieBositive @&mands- given the increasing quantity and qualiby services, the
greater degree of digital literacy and the lower level of discrimination and digital social exclusgtaldivide)- but

also negativelooking at the mangbjectionsraised against thelistorting and distortegghenomena from the webage
speech, fake news). New performances and new protections, higher quality and greater protection are challenges but

also duties that the Authority is called to face.

The Report, in the wake of the logical and methodological system of the past ymainlis to be intended as
compendium of data. Too many, to be addressed in a preface. However, some general pictures can facilitate the

reading of the following chapters.

The fixed network sector shows sopusitive signs. As for itscoverage, the availality of fixed network access
services aspeedganging between 2 and 20 Mhithas now reached 97% bbuseholds35% ofhousehold have a
connection of 30 Mbi#/and above. The active broadband network lines reach nearly 15.6 million unitditileé ofrer
20 million lines. At the end of 201y the first timebroadband fixeehetwork lines with speeds of 10 Mbit/s exceeded
50% of the total.

The mobile sector recorded an annual increase of 1.3 million lines. O28 ofillion, the number of SIMs with
Internet access grew by 5.7% over the last year, exceeding 53 million units. Even average individual consumption of
Internettraffic is growing strongly (82.6%). At the end of 2016, overall data traffic increased by about 46% compared

to the volumesecaded in2015.

As for the use of online services, the relationship between citizens and Internet access shows slow but significant
progress. According to "Digital In 2017ih 2016, the number of people in Italy who connected to the Internet at least
oncegrew by 4%(almost 40 million people) compared to the previous yAacording toAudiwebin the "average
d a y 28 million Italians are online The data of our Observatory indicate that in December 2016, over 30 million
peopleconnected to the Internetvey day. Google, Facebook and Microsoft rank first among mhest clicked sites,

data unchanged since 2015.
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As fir asthe postal sectois concernedthe mostangible result is the increase iotal revenues by 2.3%t the end
of 2016 with express dalery services increasing by 8.2% and postal services down by 4.2% compared to December
2015. In this dichotomous context, the volume of services included in the universal service decreased by 15.8%, while
deliveries ofparcelsshow an increase of 12.4%lere we are witnessing easeof e-substitution- not the only one,
however, within the sphere of the markets reguleby AGCOM which questionpublic sector policies and market

strategies of operatorsather than regulation.

In the freeto-air televisbn, Rai and Mediase&tonfirm their predominant rolan terms of audience, respectively with
36% and 31% of audience shares (belPt compared to 2015Dther increases are recorded f8ky (8.4%, + 1.7%
compared ta2015), Discovery (6.9%, + 0.7%ompared ¢ 2015) and La7 (4.1%, + 0.5%ompared ta2015). Over
time, therefore, the gap in terms ofdéenceexistingwith other operators is graduallgecreasingalthoughthe role of
the two historical operators remains significahAts for the revenyehe sectoiseems to have absorbed the economic
crisis of the past years, and shows signs of resilience and recovery. Hottesgupsitive signs are observed in
national market only. The local television, with some exceptions in the regional context, has recsigiaificant

decline, also due to the progressreeluction ofpublic support.

The radio marketecords a stable audiencencouraging signs terms of stableevenueand a modesiclination
to the concentratioms a response to the crisis. Tiegarticularly the case ofaudiences that tend to join the top ten of
the market. The radio sector remains a plural and very articdlatarket, thanks also to the liveliness of the local

sector that unlike TV keegsits identity and its raison d'etre.

In print publishing the contraction of turnovers, revenues and sales continues. In the lageaigithe newspaper
sector has lost over 40% of its turnover and about half of the copies. In December 2016, the sale of newspapers was
just over 2.5 million copieslown by 9.8% compared to the same month of the previous year. The phenomenon of the e
substitution does not allosolvingthe crisis of the traditionahewspapefonly onedigital copyout of ten paper copies

lostis recovered).

Let me concludéy recdling a criticality foundin the operationof the Authority, whichin my opinion should be
reviewed forall the independent authoritieghe relationship between the missiantfivities carried out and the
mechanism for recovering operating resources. mldstyear, the legislator providedGCOMwith new competences
(census otall centers secondary ticketing supervisiailes onrights related to copyright, vigilancen advertisingn
terms of betting and online games, measures for the protectionpofgtions affected by seismic events in the
electronic communications system). All this happened witlemgivingnew resources, neither financial nor human,
but above all in the face of a dispute nesgettledwith the companies alreadsubjectto contrbutions.It might be
appropriate to rethinlabout aprivate financingmodel:anotherrelevantthemeon our agenda.

I would also like to dedicate this Report to the memory of our colleague Antonio Preto, who passed away last year.

ANGELO MARCELLO CARDANI
AGCOMPresident
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Introd uction

The marketsegulated bythe Authority, namly the
markets for telecommucétion services, audiovisual
media, radio ath publishing services, andince 2012
postal services relate to industrial sectors having
specific characteristicssuch as the use of network
infrastructures for the provision of services, the
presence of strong economies of scaleotherentry
bariers, or a market structurdased ontwo or more
branches

Because of the presence of all or even only some of
thesefeatures the marketgegulatedby the Authority
hawe traditionally been charactezis by a high level of
concentration,and sometimesy the presence of a
single company operating as a monopoly the past,
this has also responded to the needoti®r public
services(and, therefore, to ensure maximumational
spreadf theservicesand the maximum accessibility of
economic conditions) ani bearthe hugeinvestments
necessary tbuild the network infrastructures.

Although technological progress has reduced the
consistencef entrybarriers by allowing competitioim
several segments of the aforementioned industries, the
regulatory actiity of the Authority continuesevery
time the ex postinterventionis not able to ensure, on
the one hand, the conmeeness of the
communicatiommarkets and, on the other hand, cultural
diversity and media pluralism.

During the reference period of $hReport, between
1 May 2016 andB0 April 2017, the Authority's activity,
which accepts and adopts the guidelines of the
European and international community, lmsceeded
in line with its strategicapproach describeih the
Annual Report of last year. bddition, it has moved on
according to a regulatogpproactmarked bya careful
assessmentof the effectiveness of the measures
proposed in the various areas of competence,
redesigningwhere necessary, new and more effective
methods of intervention.

The pillars identified last year, which combine the
promotion of competition and protection of pluralism,
efficient allocation of scarce resources and support for
the development of optt fiber networks, ensuring
equal access to the media and prongptegality, still
represent the guidelines that the Authority intends to
pursuein the foreseeablduture (see Chapter IIl), with

a view to improving the administrative action in a
context of efficiency, effectiveness and transparency.

This chapter wil describe the activity carried out by
the Authority in the variousfields of competence
during the reference period of this Report.The
following pages willdescribehow the Authority has
directed its activities according to a virtuous cycle of
regulation which, as desired by the Europehstter
regulationstrategy, imposea strict methodto evaluate
the goalsachievedduring one year of activity, in order
to allow more and mar adequate regulatory responses
in thefollowing years.

In particular,in the elecommunications sector, the
Authority carried out regulatory, supervisory and
sanctioning functions in the field of wholesale
interconnection services and access to electronic
communicabns networks, scarce resourcgsich as
numbers ad frequencies)retail services for telephony
and data transmission, regulatory acceumbaming,
net neutrality and universal service.

As far as the media are concerned, the Authority's
functions were also focusedn the identification and
analysis of the relevant maitkein the audiovisual
media sector, on the verification of concentrations in
daily publishing, on the programming of frequencies
for digital television and radio, on copyright aptess
freedomprotection, as well as on the verification of
compliance wittpluralism and electordhirness

Finally, within the postal sector, the Authorityade
efforts to promotecompetition ancprotectfinal users,
pending full effectiveness ofthe regulatory process
undertakengranted by an activity afupervision on the
compliance with the obligationn the universal
service provider, the monitoring and analysis of the
postal markets, theackling of illegal activities by
ary

operators working  without authoristion.
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1.1 Regulatory and supervisory actvities
in the telecommunicatiors markets

As for the telecommunications sector, last year the
Authority completed the regulatory framework for
fixed and mobile networks, also defining the conditions
for the implementationfahe regulatory obligationset
in the previous reference period.

With regard to the regulatioprovidedfor the fixed
network, the Authority concluded the third cycle of
analysis of the interconnection services markets,
launched the fourth cycle of thenalysis of access
markets and regulatefié¢ conditions foimplementing
the obligation of nondiscrimination imposed on
Telecom ltaly as part ahe analysis of access markets.
It alsoinitiated two procedures aimed at defining the
switch-off procedures othe local access network and
reviewing the Service Level Agreement system and
penalties. Asfor the regulation in the electronic
communications markets on the mobile network, the
fifth cycle of analysis of the voice caiérmination
markets on a single rbde network was launched.

During the reference period, the Authority also
monitored the quality parameters relating to the supply
of wholesale access services by Telecom ltalia, and
took actionin cases of reported contractual criticalities
between electmic communications operators, in order
to favor the renegotiation of the related conditions of
access and interconnection and to avoid the
interruption, without due notice, of the services
provided to the final customers. The Authority also
carried out asupervisory activity aimed at ensuring
compliance with the obligation to provide the universal
service for the Telecom lItalia operator.

The Authority also adopted the new methodology
for repeatability tests providing for a new
methodological system of natiscrimination checks in
order to simplify and streamline without reducing
accuracy and effectiveness of contrelshe previous
system for evaluating the fified operator's retail
offers.
continued with its
the
achievement of the strategigoals regarding the

Finally, the Authoty

technicalfegulatory support activities for
development othe networks envisaged by the Italian
Digital Agenda, bydevising the Guidelines for the
definition of the conditions for wholesale access to
ultra-broadbandbenefiing from public fundsthat, in

turn, translate the principles and guidelifdentifiedin
the European guidelines.

Regulatory interventions in the marketsf electronic
communications orfixed network

During the reference period, the Authority
completedthe third round of analysisn fixed network
interconnection servicesnarkets which covers the
20162019 regulator period (Resolution No.
425/16€CONS), and defined the conditions
implementingthe regulatory obligations imposed on
Telecom lItalia in the nmiets for wholesale access to
the fixed newvork with resolution no. 623/1600ONS.

With regard to the analysis of the fixed network
interconnection markets, compared to the previous
analysis cycle, the Authority considered the market for
district transit serices no longer characteesl by
strong entry barriers due to the effect of the IP
interconnectionand, therefore, removed the related
obligations for Telecom ltalia starting from October
2017.Conversely the ex-anteregulabry susceptibility
for the othe two marlets analyzed was confirmed
identifying as strongest operators on the market
Telecom ltalia into the collection services market, and
Telecom ltalia with other 18 competitors in the
termination services markets. The obligations of access,
nondiscrimination, transparency, accounting
separation, price control and cost accounting were
imposed on Telecom Italia, whereas only the
obligations considered to be proportionate were
imposed on the competitors (access, non
discrimination, transparency andga control). Finally,
similarly to the provisions for mobile termination
services, the obligation to control prices for call
termination services originating outside the European
Economic Areavasremoved.
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As provided for by resolution no. 425/18DNS, in
March 2017, the Authoritystarteda technicalround
table for the definition of the technical specifications
for the implementation of direct routing methods for
calls from fixed networks toportable numbersThe
direct routing model avoids the higheosts arising
from the technical solution based on trevardrouting
that requires the a third party operator (the donor) for
the actualdelivery of the call to the operator on whose
network the called usés registered

With reference to the implemerion of the
regulatory obligationsetin the markets for wholesale
access services to the fixed network, the Autkorit
adopted resolution no. 652/TDNS, which regulates
the conditions formplementingthe nondiscriminaton
obligation imposed on Telenoltalia by resolution no.
623/15CONS. The resolution approves the proposals
made by Telecom ltalia pursuant to afe 64 of
resolution no. 623/18/ONS, containing the measures
aimed at strengthening guarantees of -non
discrimination, including the impleemtation of the
New Equivalence Model (NME), with some
amendmentsand integrations necessary to implement
the resllts of the public consultatiomeferrad to in
resolution no. 122/16&0ONS.

With the purpose of completintpe framework of
the regulatory oligations relatingo wholesale access
services to fixed network, with Resolution no.
122/16CONS, the Authority alsdauncheda public
consultatimm about the proposal made by Telecom ltalia
regarding the procedures for the unbundling and
outsourcing of the provisioning and assurance
activities of unbundling of local loogqULL) and sub
loop unbundling $LU) services, madeursuant to
article 22 of resolution no. 623/¥5ONS.

Pursuant to the aforementioned resolution of market
analysis (article 82, pagraph 3, resolution No.
623/15CONS), the Authoritystartedan investigation
to define the switcloff procedures of the local power
stations of the access network of Telecom Italia and,
pursuant to article 82, paragraph 1, of the same
resolution, a proceeding roerning the revision of the
penaltysystem and SLAs (Service Level Agreements)
relating to whoksale access services tolelomm lItalia
network , in addition to a proceeding concerning the

overall revision of the noediscrimination
Performancéndicata (KPI) system.

In the samereference period by Resolution no.
451/16CONS, the Authority approved the new
Regulationon the Operation ofSupervisory Authority
(OdV) of Telecom ltalia, established rguant to
resolution no. 718/08/ONS, which complies \th the
provisions of article 64, paragra 17, of resolution no.
623/15C0ONS on the strengthening of the governance
model of theOdV, so that it is consistent with the new

regulatory framework (see also Chapter V).

Key

In February 2017, the Authority launahéhe fourth
round of analysis of the markets for wholesale access
services to the fixed network, in order to verify
whether, on the basis of existing national
circumstances, it isdvisableto update the defitions
of the relevant marketand amend whee necessary,
the current regulatory provisionsSpecifically by
resolutionno. 43/17CONS, the Authoritystartedthe
preliminary investigation concerning the analysis of the
markets for locawholesale access services at a fixed
location (market No 3a of Recommendation
2014/710EU) and centrahccess services for consumer
products at a fixed location(market No 3b of
Recommendation 2014/7H), currently regulatetly
resolution no. 623/1&/ONS. The Authority also
launched (by Resolution No. 44/1TONS) the
preliminary investigation concerning the analysis of the
market of high quality wholesale access serviaes
fixed location (market No. 4 of Recommendation
2014/710EV), currently regulated byegulation no.
412/15CONS.

As for the supervisory actity, in 2016 andduring
the first months of 2017, the Authority completed the
approvalcycle of Telecom ltalia's Reference Offers for
the years 2012016 (see raedutions No.
596/16/CONS, No. 653/16/CONS, No. 78/17/CONS,
No. 106/17CONS, No. 33/1TCIR).
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In paticular, resolution no. 653/16ONS, related to
the unbundled access services to copper network,
defines the economic conditions of the ot
contributions to activate and deactivate the ULL and
SLU services on the basis of a specific botigm
model which, in order to disaggregate provisioning
performancestakes into accounthat the relad on-
field activities are carried out by Telecom ltalia using
the socalled external network companies (System
companies)By resolution no. 78/1TONS, relaing to

bit streamaccess services, with the aim of promoting
technological migration from the ATM transport
network (less efficient and more expensive) to
Ethernet, the Authority approved i) a significant
reduction in the economic conditions of the Ethérne
bandvidth, allowed by the higher volumes of band
used by final customers;ii) the adoption of the
principle of the secalled "Administrative migration",
aligning the cost of the ATM bamnddth to the Ether
net one,upon commitment from theother operator
(Other Authorized Operator OAQO) to migrate its
customers to the new platfornBy resolution no.
106/17CONS, the Authority approved the technical
and economic conditionsi applying a general
reduction of the latter relating to thewholesale Line
Rental(WLR) servicesharmonizingthe cost models of
the oneshot contributions to those definedby
resolution no. 653/1&ONS for unbundled access
services andevaluatingof the fee of the WLR ISDN
PRA service, in compliance with the costeering
mechanism mvisaged by the market analysis, using a
model designed taarefully reflect the plantuilding
chain and the costs actually incurred for the supply of
the service.Resolution no. 3/17/CIR approved the
technical and conditions for the
interconnetion services to the Telecom ltalia network
(collection, termination and transit of calls). The best
efficiencies achievable with networks based on new IP
technologies and the mechanisfos encouraginghe
migrationfrom TDM to IP, introduced by the Aubhity
with resolution no. 52/1®JIR, allowed introducing
lower economic conditions compared to thpsevided

in the previous year. Furthermore, resolution no.
33/17CIR, reduced the wholesale pricpaid by
operators for the provision eumberportability on the
fixed networkaccording tanternational best practices,
leading toa reduction of these economic conditions in

economic

order toallow final usersto easily switctoperators.
Starting from 2017the same resolutiomtroducedthe
so-called bill & keep regime With Resolution no.
596/16CONS on the provision of high quality
wholesale access services at a fixed location, the
Authority updated the valuation of the economic
conditions of the new Ethern&trminatingcircuits on
optical fiber based on theost orientation through the
botomup model referrd to in resolution no.
167/15CIR.

Findly, with resolution no. 186/1@IR, the national
public consultation, currently being concluded, was
launched for the approval of Telecom Italia's Reference
Offersfor NGA services (Next Generation Access) and
for the endto-end access service for the years 2015 and
2016 and for backhaul services for 2018,a new
introduction on the Italian market, with particular
regard to the areas subject to public subsidieshe
construction of new networks.

Further initiatives of the Authority, aimed at
updating the framework of the rules implementing the
standardof the Electronic @mmunicationsCode for
the promotion of competition and protection of final
customersarefocused orthe progressof the activities
of the technicatoundable,attended by operators. The
aim is to promote the use of the emerging ultra
broadband access technologies (VDSL2, VDSL plus
and GFAST) and the coordinated use of vectoring by
means of th MOV techniquegso-called multioperator
vectoring.

Pusuant to resolution no. 652/16/CONS,
Authority also launched a technicabundable to
monitor the migration offinal customers from the
previous redelivery platform to the newone (NPD),
whose ompletion is expected in 2017.

the

Technical and economic replicability tests (price test)

During the reference period, the Authority
completed the update of the methodology for
replicability tess, following the conclusion of the
analysis of the market®ff access to the fixexdetwork
(resolution No. 623/18ONS). Specifically following
the outcome of the public consultation carriedt with
resolution no. 660/18/ONS, the Authority adopted the
new methdology for replicability testspusuant to
resolutbn no. 584/18ZONS, effective from 23 March
2017.
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The new methodological system of
discrimination checks simplifies and streamlines
without affecting the accuracy and effectiveness of
checks- the previous evaluation syste(referred to in
Resolution No. 499/10CONS and subsequent
amendments) ofetail offers of the notified operator,
based ora Discounted Cash FloyDCF) andperiod by
perioddoublechecking system.

In particular, resolution no. 584/16/CONS, in line
with the indications provided byhé European
Commission in the Recommendation 2013/466/EU on
non-discrimination obligations and costing
methodologies, provides for the application of a single
test, to be carried out through DCF analysis. The
criteria of the DCF test were distinguished vietn
narrowbandandbroadbandoffers on the copper access
network andultrabroadbandoffers of at least 30 Mbit/s
on the fiber network, to adapt the testing methods to
different competitive scenarios and market contexts.

The Authority is also working on the
implementation of the IT systemprovided for by
resolution no. 584/1&ONS, based on @efaultonline
form for the transmission, by Telecom ltalia, of the
data and information necessary for the checks. In
addition, this system should also allaw,a short time,
the automation of the preliminary phases of calculation
and periodic updating of the input dateading to
positive effects on the speed of the valuation activity.

Moreover during the reference period, the
Authority started the ordinary evaluaion of the
technical and economic replicability of all the fixed
network offers, andespeciallythose relating tonew
generation access servicémth broadband and ultra
broadband These activities aim at verifying the
compliance, by Telecom lItalia, of @éhobligation of
nondiscrimination in the conditiondor supplying
regulated wholesale services. The goatoisensure a
fair internal andexterral treatment and, consequently,
prevent any behavior that wouhdangerthe correct
functioning of the compettiveness with negative

AoN

implicationson the wellbeing of final customers.
Lastly, in line with the general strategigim of
strengthening the supervisory activity with regard to

TP T
1 Art. 64, paragraph 11, of resolution no. 623/15/CONS.

the prohibition of margin squeezepractices, the
Authority continuedits monitoring activitieson retalil
offerings, bothADSL on copper networkand ultra
broadband on NGA network, traded by the various
operators.

The revision of the Key Performance Indicator nen
discrimination system

As pointed out after the marketanalysis apmved
by resolution no. 623/18/ONS, the Authority
identified Telecom lItalia as an operator with significant
power in the markets for local wholesale access
services (market No. 3a) and wholesale central access
services (market No. 3B)at a fixed locationTherefore,
the Authority imposed on Telecom ltalia regulatory
obligationsconcerning i) access to and use specific
network resources; ii) transparency; iii) non
discrimination; iv) accounting separationy) price
control and cost accounting.

With patticular reference to the nediscrimination
obligations, the Authoritydecided to strengthen the
current Equivalence of Output(EoO) model, by
improving the equivalence in supplying processAs.
for the implementation conditions, among other
measures, thAuthority provided forthe monitoring of
compliance with  nowiscrimination  obligations
through the measurement ofspecific non
discriminationKey Performance Indicatof&PI-ND)*.

By notice of 3 March 2016, the Authoritgtarted the
revision of the KPIND system, as provided for by art.
82, paragaph 1 of resolution no. 623/X5DNS.

During the eference period, the Authority
continued the irdepth investigations aimed at
collecting information suitable for the analysis of the
supply of the regulated aceeservices andor the
definition of nondiscrimination KPlsable 'to measure
the performances of the entire supply process or of the
fundamental activities of the supply cycle, both copper
and fiberbased for delivery and assurance activities.

Initiati ves in the Italian strategy for ultrébroadband
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In 2016, the Authority continued with technieal
regulatory support activitietn order to achievehe

strategic goals for the developrant of the networks
provided forby the Digital Agenda in ltalyadopting

Resolution no. 120/160ONS on Guidelines for the
conditions of wholesale access to ultwédeband

networks for whichpublic grants are awarded The

Guidelines translate the priné&s and thestrategic

directions of the 2013 community guidelings
supporting the contracting authorities angbarties

(whether public or private operatorsjat awarded the
tenders.

In particular, the Guidelines point out that the a$
the direct funthg modet allows the widespread
application of the pfay per uséwholesale price model,
which provides for the remuneration of the
concessionaire's costy monthly fees accordinip the
actualuse of resowes by the third party operatdn
this way, itis possibleto maximize access to the
various areas of the country by several operators that
will not incur advanced costs linked tbe right to use
optical fiber.

Following the approval of the Guidelines, in view
of the structured andniform actionsstarted by the
Government, the Authority has beguestionedseveral
times by the Ministry of Economic Development
(MISE), deliveringopinions in order to provide all the
information necessary to make the tender
documentation prepared by thein-house compaly
(Infratel Italia Sp.A.) compliant with theprinciplesof
the Guidelines.

Following the appsval by the European
Commissiof of the state aid plan for the white areas
focusing on the use of the direct model applied to the
passive network- Infratel Italia published the two
invitationsto tenderto buildthe passive public propgrt
infrastructure in the Regiohsidentified as "white
NGA" areas and its concession for the management of
services.

2 See C(016) 3931rfal, Brussels, 30.6.2016.

To encourage the development of new NGA
infrastructuresby reducing theinstallation coss for
high-speed electronicommunications networks and
the associated social and environmental cost&, Juty
2016, Legislative Decreeon 33/2016, impementing
Directive 2014/6 12U of the European Parliament and
of the Council entered into forceThe use of existing
infrastructwes through the imposition of a specific
obligation to contract #house infrastructure managers
and the availability of infrastructures funded by the
Government planallow private telecommunit@ns
operators to reduce the cdst the implementation of
ultra-broadband networks and thereby extend the
coverage even in the "white NGA" areas. Article 9 of
the aforementioned Decree provides for the possibility
to resort tothe Authorityin caseof failure to reach an
agreement, whiclwvill define the ecaomic conditions
by binding ack

During the réerenceperiod, the Authority's role in
supporting the development of the new generation
networks was further strengthenettianks to the
adoption of restution no. 646/186CONS, which
promoteda monitoring activityon the development of
ultra-broadband, retail and wholesale broadband
connectivity services in the arehsnefiting from the
fundingset out inthe aidscheme SA.34199 (2012/N)

In particular, the public funds referred to in the
aforementioned aid scheme are intenddtie
development of fibebased infrastructure&iper to the
Home- FTTH), whose tenders were banned in the-two
year period 2012014, and involved about 750
Municipalities in the so-called "Eurosud" areas
including Basilicata, Sicily, Campania, Lazio, Molise,
Abruzzo and Calabriatotaling over 4.5 million
properties, with over five thousand public
administration offices and more than two thousand
companies.

3 This funding model establishes that all the capital shares of the passive infrastructure will be borne by public fundiisgivehimfrastructure therefore remains

publicly owned.
4 See C(016) 3931 final, Brussels, 30.6.2016

5 The first BUL call published in June 2016 concerns the following regions: Abruzzo and Molise,-Baniiagna, Lombardy, Tuscany and Veneto. The second BUL
call, published in August 2016, involves the following regions: Piedmont Valle d'Aosta, Lifuiuigi-Venezia Giulia, Trentino, Marche, Umbria, Lazio, Campania,

Basilicata, and Sicily.

6 Following the publication of the invitation to tenders in 2016, Telecom ltalia filed an administrative appeal for ttreanofiboth the Infratel call for tendeand all

the acts resulting from it, including the annulment of the resolution with which the Authority approved the Guidelineshl@0d&, the Lazio Regional Administrative
Tribunal (TAR) rejected Telecom lItalia's appeal, also by declaring it pariteldmissible. The decision of the Administrative Judge, confirming the regularity of the
invitation to tender which, moreover, had obtained the favorable opinion of the Authority for Communications Guarahieéstifust Authority, of the Authontfor
Electricity, Gas and the Water and of the National AGuiruption Authority, allowed the start of the works for the construction of a public network in the areas of market

failure.

7 State Aid SA.34199 (2012/N)ltalia Piano digitalé Ultra-broadland, approved by Decision of the European Commission dated 18.12.2012 C(201{)&833
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The Ministry of Economic Developmernh light of
the role recognized to the Authority by the European
Commission and the Italian Government in the
fulfillment of the Digital Agendagoals requestedhe
collaborationof the Authorityin order to detect and
analyze any critical issuewising during the provision
of NGA services offered through the infrastructure
financed under the aforementioned national aid
scheme, ad then identify,if needed the carective
measures necessary to provitiese services to public
administrations based in these areas.

In particular, the maingoal of the monitoring
activity is to identify the reasons underlying the limited
spread of utabroadband services by public
administrations present in the are@sre interventiors
were carried oytincluding public healtHacilities and
schoos, taking into account that the calls for tenders
required the connection in FTTH mode of all the
offices of the central and local public administrafion

At the end of January 2017, the Authority reqadst

information to the operators awang the contracts and

to the main operators present on the market, aimed at

acquiring the details to assess both tresence anthe
extent of distributionof wholesale offers of ultra

broadband services based on network infrastructures

built thanks to public investmentss well asthe

existence of possible obstacles in the access and

development of wholesale offers. dlpreliminary data
collection ended at the end of March with the
submission by the operators of the
information, which are currently being anabd by the
Authority's Offices.

requested

Subsequently, the Authority sent a request for
information - and reeived the related replies to
wholesale operatorswith the aim of acquiring
informationneededto assess the presence amtent of
distribution of retail offers of ultrabroadbandservices
based on the same network infrastructure.

The Authority also sdra questionnaire to a sample
of approximately350 public administrationcatedin
the territoryreceivingpublic funding, to understand the
reasons for any possible use of ultrabroadband services.
The activity is underway, anat its endthe results of
the monitoring will be notified to the MISE. The
Authority and the Ministry, each withiits sphere of
competence, will be able to evaluédtaccording tahe
results obtained- the possibility to adopt further
measures in order to achieve the objectioésthe
European Digital Agenda in line with thé#alian
Strategy for the ultrabrodshnd.

Regulation in the electronic communications markets
on mobile network

Resolutionno. 45/17CON launchedhe fifth cycle
of analysis of thevoice-call termination narkets on a
single mobile network. Currently, puant to
resolution no. 497/1&ONS, the MNOs Nlobile
Network Operators namely Téecom ltalia, Vodafone,
Wind and H3G (the lattetompanies recently merged)
and the 4full MVNO operators (Mobile Virtual
Network Operator), namely BT Italy, Lycamobile,
Noverca and PosteMobkilare notified as operators
having significant market power.

Review of theegulatory accountdor fixed and
mobile network

During the reference periothe assessment tifie
regulatory accountsgeneratedby the operators with
significant market poweon which therequirement for
cost accountings based was carried outResolution
no. 189/16/CONS approvethe publication of the
Telecom ltalia regulatory accots relating to the year
2013.

8 Thecalls for tenders relating to Campania, Molise and Basiliedga, envisagethe fiber connection of the companies belonging to the
Industrial Development Areas (ASBcatedin the Municipalities inclded in the investment prajes.
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The checks of the regulatory accounts of the
notified mobile operators for the years 2011, 2012 and
2013 were also completed (the compliance reports were
published with Resolution No. 86/1CZDONS).

Findly, resolution no. 609/16/CONS approvée
open tender for theassessmenbf the regulatory
accounts of iked network and mobile network
operators notified 102014, 2015 and 2016.

Supervision in electronic communications services,
numbering and universal service

During the last year, the Authtr supervisedthe
quality parameters (imtduced by Resolution No.
309/14CONS) regarding the supply of wholesale
access services by Telecom ltalia.

The Authority alsotook actionin cases of serious
contractual criticalites  among electronic
communicatio operators, in order to favor the
renegotiation of the related access and interconnection
conditions and avoid interruption, without due notice,
of the services to final customers (about 150 reports
were recorded

The Authority also carried out supervig@activities
after receiving reports abouhe procedures for the
migration of users on the fixed network, concerning
both the illegitimate use afasonsfor rejection and
alleged unfair commercial practices ibreachof the
non-discrimination obligatia.

As for the National Numbering PlarNKP), the
supervisory activitywas focused on theompliance
with the rules regarding the opening, by mobile
network operators, of codes 43 and 48 (useurdwide
services via SMS, such as mobile ticketing, premium
services, information, etc.xo operators holding such
numbers. In particular, considering the numerous
reports received on the issue of the retail pri@hgext
messagesntended for codegl3 assigned to séce
providers, the Authority issued an inestative
provision of paagraph 3 of article 19 of theNP, as
well as of the related interoperability obligationgth
resolution no. 187/16/CIRWith regardto the revision
of the rules contained in thANP, the Authority, by
158/16&IR, launched a public
consultation on the use alphanumeriadentification
codes.

resolution no.

Resolution no. 639/16/CONS establishetie
conditions for the exteritorial  or
supranational numbers for the purpose of supplying the
so-called machineto-machineservices Resolutionno.
527/16(CONS,provided foran increase in the threshold
for telephonebilling for mobile ticketing servicesas
well astransparency obligations on operators.

use of

Moreover during the eference period, a
supervisory activity waperformed onthe use of codes
455 for the collection of funds by humanitarian
association. As a result of this activity, Resolution no.
561/16(CONS started a public consultation in order to
revisethe rules for the use of these codes and the self
regulation cod of the operators. The public
consultation ended with the gutn of resolution no.
17/17CIR.

The Authority also carried out a supervisory activity
aimed at ensuring compliance with the obligatfon
the Telecom lItalia operator to provide the universa
service. This activity concerned reports from the
population residing in several small Italia
municipalities concerninmefficienciesin theaccess to
the telephone network from a fixed location, such as to
impede voice communications and connection ttee
Internd (about 50 reports were recorded).
Thesupervision also involved the activities related to
the alias azhives in terms of registratiazdncellation
operaions. Resolution no. 18/1CIR provided for a
oneyear extensio of the trial period.

Finally, the Authority carried out the activities
refered to in resolution no. 113/XBDONS, regarding
the review of the scope of universal service obligations
in relation to Internet accesand related quality
objectives. The aim wasto evaluate theneed of a
revision of the content of the universal service, in the
light of technological progress and market
developments, examining the need to include
broadband access in ADSL technology in the universal
service provision obligation.

Disputes between electrancommunications
operators and penalties
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With resolution no. 449/16/ONS, the Authorityadopted
a new Regulation for the settlement of disputes between
operators, whictamendsand integrates the prieus one
(Resolution No. 226/18/0NS), making it copliant with
the provisions of Article 9 of the Legislative Decree no.
33/2016 on Implementation of Directive 2014/@W of
the European Parliament and of the Council of 15 May
2014 on measures to redugsstallation costs forhigh-
speed electronic commigations networks Article 9 of
the Decreeidentifiesthe Authority as the competent body
for the settlementof disputes between network operators
and managers of physical infrastructures or between
owners of property units, or residential complex and
network operators, in relation to rights and obligations set
forth in articles 3, 4, 5, 6 and 8 of the Decree.

In particular, among the new and significant
elements introducedthere wasthe extension of the
subjective scope of application. In fatite Autority is

also responsible for settlingdisputes between
companies supplying electronic communications
networks or services and nefectronic

communications operatorlaving infrastructures for
laying fiberoptic networks. The request of one of the
parties is sufficient for the Authority to proceed with
the settlement of the disputdlifferently from the
provisions of the previous Regulations, in which the
Authority's ability to settle a dispute between an
electronic communications operator and a manager o
physical infrastructure was subject to the agreement of
both parties.This solution isin line with the aim of
speeding up the removal of any obstacles that may have
during the quick installation of
infrastructures. During the reference periothe
Authority settled13 disputes qtartedin the current or
prior year) andstarted 23 disputes, of which three
pursuant to Article 9 of the Decree. In four cadés,
applicant requested the adoption of precautionary
measures. Among thosesettled a dspute was
appeasedfive were settled by dectorial measure six
with a ruling by the Crporate Body, while an
application to initiate the constitutionalas declared
inadmissible due to a lack of thequirements provided
for by the Regulation

arisen new

The mostimportant issues addressed in the disputes
startedby the Authorityare

access to the infrastructurasailable forlaying fiber
optic networks In particular, it should be noted that in
one case thapplicantcomplained about the violation
of the obligtions of access to the physical
infrastructure of theoperatorin compliance with the
principles of transparency, natiscrimination, fairness
and reasonablenesBhe disputeis still underway and
the Authority for Electricity, @s andWater has been
askal to deliver an opinioras provided dr by the
aforementioned  Decree. By resolution  no.
104/17CONS, the Authority also settleca dispute
between an electronic communications operator and a
physical infrastructureoperator in relation to the
obligation oftransparency, nediscrimination, fairness
and reasonableness in terms of access to physical
infrastructuresavailablefor laying optical fibrecables.

The Authority estabihed the economic conditions
(maximum price) related to the sale odinlit optical
fibers and access tight pipes in line with the general
criteria. of fairness and reasonableness and in
accordance with the botteap modelreferred to in
Resolution no. 623/160ONS, considering the
peculiarity of the circumstancevere the construction
ard use of infrastructurdook placein the historic
center.

Procedures for transferring fixed network users.

In particular, the Authority filed a disputdue tothe
impossibility of taking further proceedingsas oneof

the partiessued before the JudiclaAuthority and
decided on thedispute by issuing Resolution no.
121/16CIR, a general interpretative act. This provision
clarifies that the operators authorized to provide
electronic communications services must use the reason
for the rejection for a seize notrequested only in the
event that the customéolding the ontract expressly
declares that'he has never requested" the service.
Furthermore, this reason can not be used in order to
stop the migration procedure in the event of
afterthoughtor chang in the client's will or for reasons
regarding the free and propeontractual will between
the recipient and the customer.
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termination price on MVNQO's mobile network.

In thisregard,the Authoritysettledthree dispugs, with
resolutions no. 655/160NS, . 656/16CONS and
no. 657/16 / CONS, relating to the setting of the price
of the termination service on the mobile network
applied by PostMobile to Fastweb, H3G and Telecom
Italia for theperiod inwhich the former has not been
subject to regutary obligations(from 14 July 2014 to
30 September 2015)Specifically the Authority,
following the exchange of viewswith the European
Commission, to which the provisioningeasuresvere
notified pursuant to Article 7 of the Framework
Directive, definedthe efficient termination price of
PosteMobile , using the same bottoqm LRIC model
(long run incremental costjsedto calculate the mobile
terminationprice of the notified MNO operators.

With regard to thepenalties, resolution no.
652/16CONSapprovel the commitmentsubmittedby
Telecom ltalia in the context of jointpenalty
proceedings no. 1/1BRS and n. 2/15DRS, arising
from the reporting of competitors and tkepervisory
activity carried out bythe Authority. These proceedings
concerned delaysand anomalies detected in the
provisioning and assurance pesses of access services
to the Telecom ltalia network.

1.2 "Media" services: analysis, rules and
checks

During its activity aimed at protecting information
pluralism, in accordance with the Legislative Decree of
31 July 2005, no. 177 (TUSMAR), in order to verify
that there are no dominant positions in theegnated
Communications System (SIC) and related markets and
that the secalled "Anticoncentration limits" are
complied with, the Authority concluded the first phase
of the proceeding (initiated with Resolution No.
286/15/CONS) aimed at the identificatioaf the
relevant markets, as well as the establishment of
dominant orwhich could damage pluralism in the field
of audiovisual media services.

In particular,after a complex analysis during which
data, information and contributions of the main
operatos and associations in the category were
collected, and the results of which wetliscussed ira
public consultatiori by resolution . 41/17CONS of

26 January 26, thadentified, in the audiovisual media
services sector, the relevant markets for theegtain

of pluralism, also considering the spread ofnew
productionmethods of production, distribution and use
audiovisual content on the Internet.

In compliancewith the provisions of article 43 of
the TUSMAR, the aforementioned analysis was carried
out following the methodological approach typical of
competition law, whose definition of the relevant
marketsis subject tothe combinedanalysisof the
productand geographic profile of the sammarkets on
boththe demand and the supply side. More spedifica
the different featureef the profiles of users of fre®-
air audiovisual media services andypaudiovisual
media services (in terms of preferencepending
ability), the various bsiness models supporing the
televisionbroadcastingctivities, tle different types of
content conveyed and their different degree of
diversification (vertical), the consequent different
structure of the costs incurred by the operators, which
separateshe industrial chain of payV from free
television were taken inteonsideration

In addition, consideringfactors (anguagebarriers,
cultural factors, different legislationsand specific
features in the advertisingegment)able to influence
the geographicalemarcatiorof the different areas, the
Authority identified hree relevant market$) free-to-
air audiovisual media servicesarket at national level,

i) the freeto-air audiovisual media servicesarket,at
local level, iii) the pa audiovisual media services
market at national level.

After the first phase ofhe proceeding, the second
phase starfsaimed at evaluating the possible existence
of significant positions in the two markets identified in
the national context, as well as the possible adoption of
the measures envisaged by the article 43,qraph 5
of the Consolidated Lalwv

9 In view of the changes taking place in the local televisimadcastingector, following the implementation of the legislative provisions
introduced by the Decree Lave.nl45 of 23 Decetver 2013, converted, aftamendments by lawo. 9 and subsequent amendments and
integrationsof 21 February 2014, the market for frimeair audiovisual media servicaslocal level does not undergthe following phase

of assessment of any dominant positions.

24



The cinema sector, amounting 872 million euro,
represents 5.1% of the total, whilthe outdoor

Moreover the Auhority continued the activities advertising, which in 2015 accoeutfor 2.2% of the
related to the proceedingtérted by Resolution No. total revenues of the SIC, is worth 380 million euro.
687/15CONS) aimed at identifying the relevant market  Finally, with regard tcthe communication initiativesf
as well as the ascertang dominant positions or productséervices and sponsorships, they reach a total
positionsthat may harnpluralism in the radisector of 1.2 billion euros, eagl to 7.2% of total resources.

In this conéxt, the Authority, in carrying out its
usual annual activity, also concluded the peatiegfor With reference to the distribution of the shares of
the assessment of the economiimensionsof the SIC the main entities present in the SIC, it should be noted
for 2015 Resolution No. 10/1DONS). that no one achieved, in 2015, revenues exceeding the

limit of 20% referred to in Article 43, paragraph 9, of
The analysis carried out showed that the total value TUSMAR (see Table 1.2.2)8pecifically, in 2015, the
of the SIC amonts to about 17.1 billion euro (See 21st Century Fox group (Sky |ta|ia, Nuova Societa
Table 1.2.1), without significant changes compared to  Televisiva Italiana, Fox Networks Group ltaly), with a
2014°. Specifically, the audiovisual and radio media 15 49 sharewas confirmecas the first operatofthen
services sector (also on the Internet) represents, with e find the Fininvest groups (Mediaset, Arnold
49.5% (equal to over 8 billion euro), the area with the  pondadori Editore, Mediamond) and Rai, with shares
greatest impact on total economic resources. The daily respectively of 14.9% and 13.7%llowed by Gruppo
and periodical editors (and press agencies) also on the Egitoriale L'Espresso (3%), Google (3.2%) and RCS
Internet, rank second with 24.4% (over 4 billion euro).  MediaGroup (3.0%). The remaining portion of SIC's
The publishing sector is completed by revenues total revenues iascribableo other operatorsncluding
generated by yearly publishing and otrelectronic Seat Pagie Gialle (now lItaliaonline), Fabook,

publishing  (including online), which totaled 321  Gruppo 24 Ore and Cairo Communication.
million euros (1.9% of SIC). Revenues from online

advertising amount to around 1.7 billion euros (9.7% of

SIC).
Tab 1.2.1- Tota | revenues of the SIC and related econ
Revenueq willion) Distribu tion %
Economic areas Var. %
2014 2015 2014 2015
1. Audiovisual and radio medservicesalso on the Internet 8.435 8.449 0,2 49,2 49,5
Daily and periodical editors (and press agencies) also on th
2. Internet 4.447 4.168 16,3 25,9 24,4
Y early publishing and other electronic publishaigo on the
3. Internet 235 321 36,6 1.4 1,9
4. Online advertising 1.624 1.660 2,2 9,5 9,7
5. Cinema 811 872 7,5 4,7 51
6. Outdoor advertising 364 380 4.4 2,1 2,2
7. Communication initiatives of products/services 422 387 18,3 25 2,3
8. Sponsorships 799 839 5,0 4.7 4.9
Total 17.137 17.076 10,4 100,0 100,0

TP T
For a moreletailedanalysis of the evolutionary dynamics of the entire media sector, see Chapter Il
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Tab 1.2.2

Sharef the mainentitiesoperating in the SIC
(%)

201t

21st Century Fox 15,4
T Sky ltala 15,1

T Fox Networks Group Italy 0,3
Fininvest 14,9*
i Mediaset 13,3

T Arnoldo Mondadori editore 1,4
RAI Radiotelevisione ltaliana 13,7
Gruppo Editoriale LOE: 3,3
Google 3,2
RCS MediaGroup 3,0
Seat Pagine Gialle 1,4
Facebook 1,3
Gruppo 24 Ore 1,3
Cairo Communication 1,3
Other operators 41,2

The amount relating to Fininvest also includes the revenues generated by
Mediamond.

Among the different powers to protect external
pluralism, the Authoritypursuant to art. 43, paragraph
1, of the TUSMAR, on the occasion of mergers or
agreements between parties operating in the SIC,
carries out thespecificchecks on compliance with the
anti-concentration limits- provided for by the same
article in paragragh 7, 8, 9, 10, 11 and 12on the
number of authorizations for the provision of television
or radio programs and the revenugsnerated The
Regulation approvedby resolution no. 368/1&GONS
regulates the aforementioned proceedings.

Table 1.2.3 shows the amsures taken by the
Authority during the reference period related to the
checks pursuant to art. 43, paragraph 1, of the
TUSMAR on merger transactions and agreements
betweerentitiesoperating in the SIC.

In addition, the examination (Article 23 of the
Regulation annexed to Resolution No. 353/11/CONS)
on compliance with the amtioncentration limits on
provision of television programs

Tab 1.2.3
Verification of compliance with thetandardset
forth in art. 43 of TUSMAR regarding merger
transactions andgreements

Verification of compliance with the principles pursuant
to art. 43 of the Consolidated Law

Decisions not to start the investigatiparsuant to
Art. 5 of Regulation 368/1@JONS adopted with
resolution

Decisions not tetart the prelimary investigation
pursuant to Art. 5 of Regulations 368/CONS taker
with determination

envisaged both for the nationabntext (Article 43,
paragraph 7 of the TUSMAR) and for the locahtext
(Article 5). As required by the Ralations, the
examinationwas carried outon the data provided by
the entitiesoperatinglocally and nationally through the
Communication OperatorRkegister COR); in this
regard following some amendment:n the models m

21 and 0. 24 @imed at improvig the completeness
and correctness of the data relating to the declarations
of audiovisual media service providers and network
operators on thBroadcastegrogranmes, as well as on
their transportation relatiopsfor this year , in order to
comgete theactivity on time, a trialtransmission of
additional communicatiorby network operators and
audiovisual media service providers was requested.

As for the activities aimed at monitoring
compliance with the specific concentration limits
imposed by art. 3paragraph 1, of law no. 416/1981, as
renewed by law no. 67/1987, the Authority monitored
and analyzed the data collected from the declarations
provided by companies publishing newspapers in Italy
during the 2016 calendar year.
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At the end of the perid set for compliancel5
February 2017, the Authority carried owspecific
checks to verify compliance with the reporting
obligations, crossingthe communicabns relating to
the Ecaomic InformationSystem (EI$ acquired for
the previousfiscal years 204 and 2015, with the
registrations of new companig@siblishing newspapers
of newspapers at the ROC, for the years 2015 and
2016. Overall, 122 papers wereounted! and the
related data was reported in the tablesegardingthe
circulation of daily newspapsr published, as every
year, on the Authority's website.

On the basis of the informatiomotified, the
monitoring activity allowed verifying, among other
things, that, following themergerof Itedi into Gruppo
Editoriale L'Espresso, the new group, als@assult of
the divestiture®perated, would hold share rdatedto
2016, below the limitsgmountingto 20%) provided
for by art. 3, paragraph Ilsubpara.a) of law ro.
416/1981 asenewed by law no. 67/1987

In this scenarip where competitiorin the media
marketsis changing at the end of 2016 the Authority
starteda procedure aimed at verifying the possible
existence of an infringement of art. 43, paragraph 11, of
the TUSMAR, by the company Vivendi SAln
particular, the aforementioned article atsts that
"Companies, including through subsidiaries or associates,
whose revenues in the electronic communications sector, as
defined pursuant to Article 18 of Legislative Decree 259
of 1 August 2003exceed by 40%he total revenues of that
sector, heymaynot achieve revenudsgher than 10% othe
integrated communications system

In light of the elements acquired during the
investigation, the Authority ascertained that Vivendi's
position did not comply with the aforementioned
provisions. Specitally, Vivendi, being able (due to the
holdingsheld) to exercise significant influence both on
Telecom Italia and on Mediaset, could qualify as being
connected to themConsequently by virtue of these
relationships, Vivendiexceeded the&l0% of the total
revenues related to the electronic communications
sectori including retail and whoésale services from
fixed network, wholesale servicB®m mobile network
and broadcasting services for the transmission of
content to end usersaand, at the same timthe 10% of
the total resourcesseribableto the SIC.

Therefore, in  April 2017, by Resolution no.
178/17CONS, on Assessment of the violation of art. 43,
paragraph 11, of the legislative decreé 31 July 2005,
no. 177', the Authorityordered the companyivendi to
remove the prohibited positidsy twelve months from the
day following the notification of the provision. Finally,
pursuant to the same resolution, Vivendi, in order to allow
the Authority to carry out adequate monitoring, is required
to preset) no later thar60 days from the day following
the notification of the provision, a specific action plan that
the company intends to adopt to comply with the AGCOM
order.

LI T O I R R A |
11 The positions include the communications of the
transferors and traferees of all the publications considered.

12 Please refer to paragraph 2.2 fdoagerdiscussion of the
topic.
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Frequency planning for digital television

By legislative resolution of 15 March 2017, the
European Pdéimment and the Council adopted asfi
readingposition on the Proposal for a Decision of the
European Parliament and the Council on the use of the
470790 MHz frequency bandsin the Unior,
establishinghat the 700 MHz bangrovidedto mobile
operators and made available for wirelessadb@and
services by 30 June 2020, without prejudice to the
possibility of Member States, for duly justified reasons,
to delay theprovisionof this band for up to two years
(2022).

Furthermorethe same decision provided fostict
roadmap regarding the activities related to the
refaming of the 700 MHz band. In particular, by
December 2017it is establishedhe closure of cross
border coordination procedures between the Member
States and, by June 2018, the adoption and publication
of the national allodion plan, in addition to the
"national roadmap" for the release of the 700 MHz
frequencies, steps imposed in order to fulfill the
obligations envisaged by the initiativie this way, he
coordinated use of the band shoumtomote the
extension of 4G netorks and help to provide high
quality broadband services to all European citizens,
including mobile Internet services, also facilitating the
distribution of the5G network as soon as available.

The allocation of the 700 MHz band to wireless
broadband elctronic communication servicéspacts
onthe number of frequency resources available in Italy
for television use and, consequentlyintendedto have
an impacton the configuration and the number of
transmission networks, asurrently plannet. In
paticular, the refarming of the 700 MHz band will
necessarily entail the redefinition of the ensegtingof
the Italianbroadcasting system through thelemning
of the frequencies used for the broadcastegvice,
whether in the UHAV/V band or in the/HF-III band.

13 In the UHF range of frequency, two adjacent bands are assigned to the terrestrial television
broadcasting servicethe IV band (from 470 to 582 MHz) and the V band (from 582 to 790
MHz). The channeling adopted for these two bandsymationally, provides for 40 channels
(numbered from 21 to 60) with a width of 8 MHz each. Thealited 700 MHz band is the

upper portion of the UHV band, that is the one between the frequencies 694 and 790 MHz,

in which 12 of the 40 channels availa in the UHFIV/V bands are allocated (channels from

No. 49 to No. 60). In ltaly, from a quantitative point of view, the 700 MHz band represents
about 30% of the spectrum available for broadcastmthe UHF range (25%, if the channels
available forvVHF-11I bandwidth broadcasting are taken into consideration). According to the

current planning, 8 national multiplexes and 84 local multiplexes operate on the 12 channels of

the aforesaid band (to which the additional local multiplexes planned byutheriy must be
added with Resolution No. 402/15/CONS and the procedures referred to in Article 6 of Decree
Law of 23 December 2013, No. 145, converted by Law No. 9)2014

Therefore, considering the  aforementioned
regulatory context, the Authoritydapted resolution
no. 40/17/CONS, onSuspension of the process of
implementation of scheduled changes in frequencies
provided for by the current planning resolutiohs
which, pending the overall replanning of the
resources allocated to the radio and televi
broadcasting serviceafter the 700 MHz band
refarming, suspends the process of implementation
of the schedied changes ithe frequency resources
established- in order to ensure an efficient and
rational use of the frequency resourcedy the
currert national frequency allocation plans for the
terrestrialtelevision serviceisingdigital technique.

Digital Radio
Analog radio in the FM band

In 2016, the Authoty included in the national
frequenciescadastral,the audio analog broadcasting
systens opeating in the 87.8.08 MHz band. The
success of the firstensus phaseduring which the
technical data of over 16,000stallationsoperating in
Italy was self-declared, was certainigromotedby the
involvement, from the initial stages tifie progct, of
the operators working irthe sector, through their
professionabrganizations.

The data collected now require arjpd of analysis
and interaction with the operators aimed at increasing
the quality level in terms of reliability and accuracy.
Howewer, it is alrady possible to use data for
approximateradio andstatisticalanalysis.By way of
example, able 1.2.4 showsa classification of the
operators based on the numberimdtallationsused.
Moreover, Figure 1.2.5hows the distribution of the
installationson the various carriers available in the
same bandin order to provide an indication of the
bandvidth intended for FM radio.
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As for digital radio, in addition to the activitiesarried
out under the responsibility ofthe Ministry of
Economic Development for the allocation of
frequencies in theareas so far planned by the
Authority, other studiesare being developetor the
planning of the remaining 28=rvice areaglentified by
resolution no.465/15CONS. However, at present,
further areasmay be planned only after the overall
reorganization of the VHHI band, necessaripecause
of the refarming of the 700 MHz band.

Tab 1.2.4

Classification of FM radio operators by number of

installations
No. installations No. entities
1 260
2-10 462
11-100 157
101-1.000 20
Oltre 1000 1

14 More detailed information available in the section dedicated tG#tasto nazionale del infrastrutture di diffusionén paragraph 1.7.
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Fig 1.2.1- Distribution of FM facilities by broadcasting frequency

Codings for the reception of programs in DVB2
technology

By resolution no. 457/1&0ONS, of October 2016,
on "ldentification of coding (coding standards for the
reception of programmes in DVBT2 tecmology) that
are to be considered«technologically outdateg
pursuant to Article 3, paragraph 1, of th@w Decree
of 31 December 2014, a» 192 converted, with
amendments, by laaf 217 20150. 11", the Authority

concluded the analysis aimed at carrying out a survey

of the state of penetration argpreadof the coding

standards currently in use for the receivers of digital

terrestrial television, as well as toadwate the possible
status of obsolescence of the saeeeivers according

to the provisions of article 3, paragraph 1, of the law of

27 February 2015,m 11.

The Authority established that, at present, none of

the codecs (source encoders or compressansently

in use can be considered obsolete although, from
technological point of view, both the MPEXH.262
standard, and the MPEG standard, now appear to be
"mature”.

a

Moreover, the resolution also stablished that the
monitoring activities orthe state of development and
dissemination of coperative standardshall continue

in the context of the activities carried out by the
the
audiovisual media serviceset up by resolution no.
482/14CONS.

Permanent Observatory on innovation  of

Opinions m the transfer of rightsof use of radio-TV
frequencies pursuant to art. Her of the Electronic
Communications Code

Within the competencesxercised by the Authority
in thefield of radio and television frequencidbere are
the opinions received by #h Ministry of Economic
Development on the transfer of individual rigltisuse
of radio frequencies, pursuant to Ate 14ter,
paragraphs 5 and & the Electronic Communications
Code.
Economic Developmertb grant the authorisatiqrthe

In particular,in order for the Ministry of

Authority verifies thecompliance with theplanning
restrictionsprovided forby the related resolutions and
upon approval by the Italian Antitrust Authority
(AGCM), the absence dfistortionof competition.
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Table 1.2.5 shes the data on the volumes of the
activity related to the Authority's opinions on the
transfer of rightsof use of radio and television
frequencies.

Tab 1.2.5

Transfers of rightef useof radio and television
frequencies

Transfers of rights of use of radio and television frequencies
pursuant to art. 14-ter of the Electronic Communications Code

Opinions concluded 55

PendingAGCM opinion 3

Investigations completeghending integrations by tl
Ministry of the Economic Development)

16

Issuing of authorisations for the activity of service
provider of audiovisual and radio media services and
authorizations of transfers of radio and television
ownership

The provision of audiisual and radio media
services is subject to specific auttsation, based on
the provisions of Legislative Decred 31 July 2005,
no. 177 (TUSMAR).

In this regard, the Authoritis in charge ofssuing
of authorisationsto channels broadcasting satellite
television programmes, as well as of issuing
authorizationsdr the provision of linear or radioased
audiovisual media services on other electronic means
of communication.

Table 1.2.6 shows the activity carried out by the
Authority during the reference period of this Report,
within the aforementioned competences.

The Authority's competences also include
authorigitions for transfers of ownership of the
companiesperforming radio and television activities
pursuant to art. 1, paragraphdbparac), ro. 13, of
the law of 31 July 1997,a 249. The rule applies to
comparies directly holders of authodtons or
qualifications for the television or radio broadcasting
activity on any platform.

In this regard, based on the provisions of the
Regulation attached to resolution no. 368/14/CONS,
art. 1, subpara. i), transfaf ownership shall mean
transfer of the entire company,

Tab 1.2.6
Authorisationgor the provision of audiovisual media
services

Authorisations for the dissemination of satellite
programsigsues /renewals/transfgrs 21

Authorisations ssued for the simulcasatellite
rebroadcastingf the povisionof linear audiovisual
media or radio services

Changes in data relating to authatisns for the
broadcasting of satellite programesi ratifications
(pursuant to Article 3paragaph 5 of Resolution No.
127/00CONS)

21

Linear or radio audiovisual media services on other
electronic media simulcast rbroadcastingpursuant tc
Resolutiomo. 606/10 / CONS)

On-demand audiovisual media services

(pursuanto Resolutionno. 607/10/CONS) 2

thetransfer ofquotasor shares and any othactor fact
which results in the acquisitidoy anotherentity of the
control orcontrolling interesbf the companyof both
absolute or relative majorityas well as my other act

or agreement regardlesof the manner in which it is
finalised - which hasthe same effect in the form of a
dominant influence pursuant to art. 43, paragraph 15, of
the TUSMAR.

During the reference period, the Authority issued 12
authorizatbns for transfers of ownership of radio and
television companies pursuant to the aforementioned
Law no. 249/1997.

1.3 Protection and guarantee of rights in the
digital system
During the reference period, the Authority's activity to protect
the rights of tle digital system focused on the analysis of the
public radio and television service afer the expiry of the
concession to Rai, on the protection of intellectual property
on the electronic communication networksoth through the
fight against piracy and bstimulating the dissemination of a
quality culture among network usefs on the issuing of
specific guidelines for marketing of audiovisual sports rights
and on the monitoring activity on press freedom.
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Consideringthe profound changesccurring in the
media systemthe Authority decided to update the
"White Paper on Media and Children" and carried out
supervisory activities through the monitoring of
progranmes aired by the main national broadcasténs
order to protect users andn particular minors. In
addition, through the Regional Communications
Committees (Co.re.comjnonitoredthe local radio and
television broadcasting.

Finally, the Authorityassessethe compliance with
pluralism and electorafairness supervised television
and radio ratingandthe respect for programming and
investment shares in Europeanri® and independent
producers.

Evolution of the audiovisual sector

In the rderence period of this Report, the main
innovationin the regulatory framework is to be found
in the presention, last 25 May, by the European
Commission of the awaited proposal f@visions of
the 2010 Directive/IBHU on audiovisual media
services (the soalled SMAV Directive) following the
refit launched by the Commission last year in which the
Authority wasinvolved.

The proposal for a Directive, which is currently
being examined byhe European Parliament and the
Council,in based on the creation afmore harmonized
and flexible regulatory framework with regard to the
changing technological and marketnddions of the
sector ofaudiovisual mediaservices In essence,he
proposal affects the main aspects already dealt with in
the public consultation and stakeholder dialogue in
2015.

Firstly, the territorial jurisdiction was considered,
whose determinatio becomes simpler while
simultaneously increasing cooperation between
national authorities. The countof-origin principle is
kept and strengthened, as the rules are simplified,
currently quite complex and sometimes difficult to
apply toestablish thgurisdiction.

A second aspect, which appears as the main signal
of innovation in the current framewaqrk

is represented by the extension of the scope of the
Directive to include also videsharing platforms,
although limited to the provisions on protectior
minors from harmful content and protection of citizens
from incitement to hatredysingtools that allow users

to report illicit content, ageverification systems and
parental control Furthermore the new text explicitly
includes video sections of brnet sites that are not
related to audiovisual media service providers, such as
newspaper and magazine sites.

With regard toEuropean and independent works,
the Commissiortook actionon the provision for on
demand services,while confirming the approach
already adoptedfor linear services,which is still
consideredadequateln particular, the newording of
Article 13 of the Directive introduces strongerlevel
of harmonizatiorcomparedo the currentvording the
implementation of which has been vemneven at
national level The mandatory general criteria include
the presence of 20% of European works in the catalog
and theimprominencen the catalog.

The new text of art. 13, in paragraph 3, also
introduces the option for Member States to impose a
financial contribution to suppliers of audiovisual media
services on request that are subject to their jurisdiction
and designed forthe public in their territories, but
established in other Member States. This contribution is
production and ettefore for the
promotion of European works. The contributioroigy
basedon revenue from the Member States concerned: if
the State in which the supplier is established imposes a
financial contribution, this takes into account any

earmarked for

financial contributiongmposed in the countrieshere
the supplierperforms the activity

As for themarketingcommunications, theroposal
aims to ensure greater flexibility for the benefit of
television broadcasters with regard to the limits for
linear audiovisual media seces, product placement,
sponsorship and advertisingerruptions
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Finally, in order tosolveany critical issues arising from
the interpretation and evaluation of concrete factual
situations, the Commissiaecidedto grant the ERGA
(European Regators Group for Audiovisual Media
Services)- a platform that brings together natibna
regulators in theaudiovisual sector of the member
Statesof the European Union, to which the Authority
actively participates new competences as advisory
and support ddy of the Commission, through the
expression of opinions on jurisdictional disputes, the
approval of the codes of conductdaexchange of best
practice$®.

Public radio and television service

On 6 May 2016, the concession of the public radio
and televéion serviceto Raiexpired. During the year,
three different regulatoryactions postponed the
deadline to29 April 2017 (Legislative Decree No.
50/2016, Law No. 198/2016, and Decree Law No.
244/2016), alsoin order to allow the Ministry of
Economic Develpment to carry out public
consultation on the public radio, television and
multimedia service provided for by théaw no.
220/2015 on Rai Reform.

The entry into force of art. 9 of the lawo.n
198/2016 partiallyamendedthe procedure leading to
the approvh of the Convention annexed to the
concession, establishing thtite MISE is responsible
for the proposal of the concessi@montractand the
attached Convention schemkeeping the powenf
initiative grantedto the Authority by art. 1, paragraph
6, subpaa. b), ro. 10 of the law o. 249 of 1997.

The Convention has a general and prospective nature
(ten years) and enshrines standards, criteria and
conditions that form part of the framework for the
concession on which the fiwgear service contract is

based.
TTT TNV

The Authority, followinga complexreflection on the
future of the public servicegxercising its power,
submitted to the MISE a document containing
observations and proposals foreparing the finatext
of the Convention.

The document deveped specific considerations on
the most importantaspets of the defiition of the
Convention, such athe mission, role and scope of the
public service; methods of financing the service and
company structure; evaluation and transparency
systems; networks, platforms and multimedia;
supervision of the fulfillment of public service
obligations. With regard ttatter, pursuant to art. 48 of
the TUSMAR, the Authority isempoweredwith a
specific supervisory functiorn charge of ensurinthat
the public servie is provided in accordance with the
national and European legislation on the subject, the
service contract and the related implementation
regulations.

On 10 March 2017, the Council of Ministers
approved the draft decree of the President of the
Council d Ministers concerning theoncessiorof the
public radio, telgision and multimedia public service,
with the annexed draft of the Convention (Act No.
399). On the same date, the draft decree se&rg
pursuant to article 49, paragraphqdingues, of the
Legislative Decree of 31 July 2005, no. 177
(TUSMAR), to the Parliamentary Commission for the
general direction and supervision of radio and
television services for the opinion. The parliamentary
commision for general guidance and supervision
approved thedraft decree at the meetirtgeld on11
April 2017, within the deadline, expressing favorable
opinion with observations.

15 Pending the final adoption of the new text of the Directive, the ERGA continuamnisitations tstudy and researchith theaim of
supportingthe Commission and for the benefit of the regulatory authorities that are part of it. The ERGA work prefpathe years
2016/2017 focused on specific issues of particular interest for the regulatory authorities in the sectorisatmsierdled, as usual, to
the establishment of working groupderethe Authoritytakes parais an "active member". For 2017, also in view of the approval of the
new Directive, the themes of the exchange of experiences and good practices, of th@mrotentnors and of theelf and of ce
regulation have been privileged, so as to ensure an efficient performance of the fuheti@mevery likely to be assigned to the body

following the outcome of the legislative process.
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On 28 April 2017, the Guncil of Ministersauthorised
the tenryear concession of the public radio, telephone,
televisionand multimedia service® Rai,on the whole
national territory and simultaneously approved the
model contract to be concludedjrpuant toarticle 49,
paragrph I1-septiesof the TUSMAR, between the
MISE and the concessionary compiny

The decree granting the radio, television and
multimedia public service exclusively to RAI for a ten
year term on the entire national territory entered into
force, by provision barticle 1, paragraph 1 of the same
act,on 30 April 2017. The attacheahodel contract to
be concluded, pursuant to Article 49, paragraph 1
septies of the TUSMAR, betweghe MISE and the
concessionary compariy becomes effectivelike the
concessiongtarting from 30 April 2017, as provided
for in Article 2 of the sameontract

As for the service contract, it is worth mentioning
that the aforementioned reform law of 20&fected
the tasks assigned to the Authority, introducing some
amendmentsto the provisions of art. 45 of the
Consolidated Law. As known, paragraph 4 of the
aforementioned article regulates the adoption of the
preliminary guidelines for each renewal of the service
contract of the public concessionaire, establishing that
they areset ot by agreement between the Authority
and the Ministry of Economic Development. The law
added paragraph 4is to paragraph 4which states
fiThe resolution of the Council of Ministedefinesthe
guidelines for reaching understandingwith the
Authority, asper paragraph 4. The understanding
with the Authority, aimed at issuing the guidelines, is
therefore subject to aaction by the executive that
defines its uidelines.

In the first application, the service contract scheme
shall be sent to the Commissiofor the general
direction and supervision of the radio and television
services for the opinion within six months from the
awarding of the new concession (Law No. 220/2015);

the parliamentary commission for general guidance and
supervisionshall deliverits opinion within the next
thirty days (law 249/1997);
contractshall bethereforeconcludedwithin the forty-

fifth day following the deadline for the opinion of the
Parliamentary Commission for general guidance and
sugervision (Decree of concession of public radio,
television and multimedia servicettached to the
Annual Report are tables containing quantitative
indicators relating to public service obligations for
protected groups and for the supply by gean the
three generainterestchannelsarticles 13 and 9 of the
service contractsge alsoTables Al to A6 of the
Appendix showing AGCOM data Fonte Geca ltalia
Srl).

the national service

Copyright

The Authority's action oropyright is designedo
contribute to the protection amtellectual property on
electronic networks by either
repressing piracy, or bipsteringthe spread of a culture
of legality among the users of the network. Three years
after the entry into force of theRégulation on the
protection of copgight on electronic communications

communications

networks and implementation procedures pursuant to
Legislative Decreef 9 April 2003, m. 70' (atached to
Resolution No. 680/18/ONS), 709 applications were
received (Figure 1.3.1). All the documents relating to
the Auhority's interventions can be viewedt
www.ddaonline.it’.

The following table (Table 1.3.1) provides useful
information on the types of works subject to the
procedure, divided into groups In absolute value,
works report a greater number of
applications for which the shortened proceedingas

audiovisual

choseroverthe ordinaryproceeding. 8und worksank
second

The Authority's goal was primarily to contain and
combat piracy, by protecting and promoting digital
works that strongly affect, in partilew, cases of
violation and not those

repeated and intentional

regarding "norintentional” violation.

16 The decree of the President of the Council of Minist#r28 April 2017, on the"Concessionof public radio, television and
multimedia service andpgroval of the annexed convention schémas published in th©fficial Journalno. 118 of 23 May 2017.

17 See tables 1, 2, 3 and chart 1.
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Fig 1.3.1-
Number of applications by month and by type of proceeding (April 20arch 2017)

Tab 1.3.1

Types of works subject to proceedirgstype
(absolute value20132017)

Type of works Ordinary Shortened Total
Audiovisual 25 174 199
Photografic 70 - 70
Sound 4 115 119
Publishing 50 4 54
Software 7 - 7
Literary 16 1 17
Video-recreational 1 10 11
Total 173 304 477

Beyond these cases, the Autiyeadopted aaretll
approach, considering that the criteria of gradess
proportionality and appropriateness are, not
surprisingly, the guiding principles @& administrative
action.

An indicator of effectiveness of the Regulation is
provided by the number of spontaneous adjustments
(34%) which is certainly the most desirable action in
terms of education to legality and mediation between
the parties (see Table 1.3.2).

Further significant data are the access disabling
orders (58.1%), by blocking tHegomain Name System
(DNS) intended formere conduitservice providers
operating in Italy.

Tab 1.3.2

Main statistics on copyright activities
(20132017)

Applications received by type of work

Audiovisual 44 5%
Publishing 15,0%
Fotographic 13,6%
Literary 4.6%
Software 1,7%
Saund 18,2%
Video-recreational 2,4%
Applications filed administratively before the start
of the proceeding
11C
Applications withdrawn before the start of the
proceeding
27
Proceeding started a77
of whichordinary 36,5%
of which shortened 63,5%
Proceedingfiled due to withdrawn of the applicatio
1,0%
Proceedingadministratively filed due to spontaneo
adjustment 34,0%
Proceedings filed by CSP 6,7%
Proceedingsoncluded with acceslisablng orders
58,1%
Warning 0,2%
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Sports rights
The sites subject to the DNS blocking order mainly

host music (ltalian and foreign), films and TV series
(Table 1.3.3); the urgency of these proceedings is due
to the high number of works affected by the violation
and to be need to contain the economic damage of
piracy on works recently released on the reference

As for the activities provided for by art. 6 of
Legislative Decree m 9 of 9 January 2008 (smlled
Melandri Decree), the Authority appred, with
resolution no. 377/YI€ONS, the Guidelines on the
marketing of the audiovisual rights for the Italian

markets. Other actions are carried out osites that
unlawfully broadcastfootball matches of the Serie A

championship (and other tournaments), which represent

almost 18% of the Authority'srders.

Tab 1.3.3
Type of works indicated in the accga®hibition
resolutions
(20132017)
Italian and foreign music 40,1%
Film and TV series 37,2%
Championship and Tournaments matcl 17,7%
Videogames 4,3%
Other 0,7%

The very nature of the works reveals a type of
violation that has nothing to do with the freedom of
expression or thenonintentional mistake of the
individual user: they are all cases in which tiftender
clearly intends taogain econorit benefits. In 57% of
casesthe offender also uses companies speedli®
providing online anonymity services and systems for
hiding user data. Theatais striking when we consider
that it concerns more than half of "ord&rswith an
increase of 10.5%ompared to the first two years of
procedural activity.

A very peculiar case is that of thso-called
cyberlocker dealt within a single case, which evokes a
change in the behaviors following the Authority's
actions: in fact, sites such sgleopremiumnowvideo
andnovamov.cormwhich usually do not respond to the
notices made by the holders of the rights, following the
notification of the proeding,
spontaneously removed their contentlis appears to
highlight the effectiveness of theisting provisions in
this area, also with regard to thesgities

start of the

Professional Football League refggito the Lega Pro
championships.

On 30 November 2016, the proeding for the
approval of the guidelinefor the marketing of sports
awaudiovisual rights of the National Professional
League Serie A for the sports seaso02018/2019,
2019/2020 and 202P021 was started During the
investigation the Authority paid particular attention to
the analysis and verification of thgo-called tariff
sysem making commentsn the matterBy resolution
no. 42/17CONS of26 January 2&017, the Authority
definedthe text of the Guidelineas complianto the
principles ando thegeneralelaborationof Legislative
Decree n. 9/2008, also because of the guemce by
the Legaof the findings made during thevestigation.
However, commens were madeon specific aspects
related to the protection of consumers and useroand
the conditions of access to the signal.

Since the aforementioned Decree provides dantj
approval by AGCM and AGCOM, the Authority
decided to postpone thdinal approval of the
Guidelines after the Lega Calcisubmitted the
amendedtext including the findings madeby both
Authorities. On 3 April 2017, the Nazionale
Professionisti Serie Asubmitteda new text of the
Guidelines.

Finally, again considering the guidelines for the
Serie A football championship (202918), it should
be noted that, in December 2016, the Lazio Regional
Administrative Court (by ruling No. 6622/2016) has
annulled the provision no. 25966 with which the
AGCM had considered that the behaviours of the
parties involved in the tender for the allocation of those
rights, namely Lega Calcio Serie A, Infront, Sky and
R.T.l., allegedly involed a prohibited agreement. It
shoud be noted that the Administrative Judge has
acknowledged the lawfulness of the contractual "cause”
at the base of the stilcense for the D packagefrom
which  the proceeding originated-
incorporating and

antitrust
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recalling in many partshe opinion rendered by the
Authority on the case pursuant to art. 1, paragraph 6,
subparac), ro. 11 of the law n. 249/97, in terms of
benefits for pluralism anceduced costfor consumers.
Finally, the Authority carried out its
supervisory and sanctioning adties in the field of
press freedomlt should be noted thatjue to the
Authority's activitiesstarting fromthe entry into force
of the Decree, in 2016 the number of reportsafteged
violationsdropped.

Protection of individual rights: minors andisers

The profoundongoing changem the media system
have increased the common opportunities but, at the
same time, have posed new challenges in terms of
protecting users and in particular minof® this end
last yearthe Authority updaté the "White Paper on
Media and Minors", with the aim of responding to new
regulatory andegal emergencies arising from these
of digital media. In particular, the emergence of new
worrying phenomena such as those related tbdte
speech and 'tyberbullying - highlights the issue of
the protection of minorsin a new perspective that
fosters reflection on the themes of sociality
information, privacy and risks related to the use of the
network. The new edition of the White Pafdér be
defined)is an important sténg point for a reflection
on the national media, in particular on new digital
technologies and otheir use. Atthe same timeit
analyes the lgal frameworkset upto protect minors
and the future possibilities for intervention by the
Authority.

The Authority carried out supervisory activities
throughthe monitoring of programes broadcastd by
the main nationalchannels, on the basis difrict
methodological criteria  Moreover, through the
Regbnal Communications Committeasipervised the
local radio and television broadcasting. The
investigaton started both on the spot, in response to the
results of the monitoring, and following reports.
Specifically, 15 proceedings were concluded on the
matter, 11of which involved pecuniary administrative
penalties

At the national level, the Authoritgupported the
careful monitoring activity with media studies and
literacy in collaborationwith other institutions. In this
regard it is worth mentioning the awdination
activities of the Co.re.com, which carrput a
widespread research and trainiragtivity, and the
participation in working groups set up aetBuarantor
Authority for Childhood and Aolescence. The
Authority is also a member of the Advisory Board of
the Safer Internet Centeir Generazioni Conneg the
national center for the promotion of safe draheficial
use of the Internet and digital technologies;fuaded
by the European Commission ithe Connecting
Europe Facility programme. As part of the activities
promoted bythe MIUR for Safer Interet Day the
Authority organied the workshopalledSicuri sul web
per una navigazione consapevdfafe on the web for
an informed surfing) at the Chamber of Deputies,
which was attended by academics and experts in order
to raisethe awareness g@iuldic opinion and institutions
on cyberbullyinghate spech and the dissemination of
fake news on the web. These phenomena were also
dealt withby the Observatorfor guaranteesf minors
and fundamental rights of the person on the Internet set
up at the Authoty.

From a regulatory point of viewresolution no.
424/16€CONS, on Guidelines on respect for human
dignity and the principle of nediscrimination in
information, indepth information and entertainment
progranmes' was very important. By this resolution,
the Authority intendedo recall suppliers of audiovisual
and radio media services on strict compliance with the
fundamental principles establishedpimtectusers. The
events concerning the threat of international terrorism
and the migratory flows comingfrom war-torn
countries sometimes generate an infororattontext
that, especially if based on false,
misleadingnews, can feed discrimination whiciash
with the fundamental principles of protection of the
person and respect for human dign

inaccurate or

Both radio and television programmes often
become object of debate in social media which, by
embodying real forms of public opinion, risk, when
used improperly,
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to contribute to thedissemination of opinions (hate
speech that can beomean inciement to violence and
hate crimedy supporting the creatiaof a cultural and
socialenvironmenthatgoes againgtuman dignity and
the principle of nofdiscrimination. Bullying and
cyberbullying are also the expression of poor tolerance
and noracceptane of differentethnic groupsreligion,
psychopysical  characteristics, gender, sexual
orientation and particular family backgrounds
Misinformation and prejudicare the most suitable
contexts wherg@henomena guvenile ddinquencycan
degenerate intwiolence or more structured bullying
actions. Therefore, mass media pkkey role in the
prevention and contrast ohis disturbing phenomenon.
Media, indeed, ars=quiredto promote(alongwith the
family and the schooleducation including education
to citizenship, and to promote the valuestablished
and protectedoy the Constitution, in particular the
inalienable rights of each human bein$, the
recoqnition of equal social digniy and, in general, the
valuesof democracy and tolerance to whichageful
civil coexistence is inspired.

These consideratiorswe behindhe Authoritp s c h o i
to adopt the aforementioned Guidelings order to
encouragesuppliers of audiovisual and radio media
services tocomply, in the context of information and
enertainment programes, with the fundamental
principles established toprotect users especially
consideringhose at risk of discrimination.

The Authority standardised its monitoring and
supervision activities on compliance with the criteria
set out theein, providing its own interpretation of the
relevant provisions contained in particular in articles 3,
32, paragraph 5, and 34 of the Consolidate Law on
audiovisual and radiaudio media serviceés part of
these issues, President Cardani was heardhisaang

in the Chamber of Deputies at the Cox Commissign

establishedin order to carry outstudy and research
activities, including through the holding of hearings, on
issues such as intolerance, xenophobia, racism and
hated.

In this scenarip as mentionedit is important to
considerthe growing attention to the phenomenon of
the spreadof online information and the dissemination
and sharing of fee news, comingfrom a non
professional source. This @rrently at the center of a
debde that involves not only public opinion, but also
international research centers and institutions. Although
it is not a new topic, thepreadof fake news on the
Internet and, above all, the indiscriminate sharing of
such newson social media, has led @ widespread
growth of this issue which has gained an
unprecedenterklevance.

This phenomenordirectly affects the principles
established to protect the pluralism of information and,
in particular, the objectivity, completenefasrnessand
impartiality of information, which are identified by art.

3 of the Consolidated Law on the fundamental
principles to which the system of audiawd media
§efvices must confornThe sameConsolidated Lawin
qualifying the information activity as asérvice of
generdinterest, states thatthe discipline of radio and
television information, howevegnsuresa) the truthful
presentation of facts and events, in such a way as to
favor a free opinion forming. In fact, easuring
pluralism has beenone of the maingoals of the
Authority since its establishment.

Someearly reflections of the Authoritgn the issue
of fake news emerged during the debate held on 9
February 2017 at the Chamber of Deputies. Based on
the experienceecordedn other countries, in padilar
the so-called soft regulationapproache¢United States,
Germany and France), aménding anyaction by the
national or community legislator, the Authorityed to
promote dialogue between theparties involved:
platform operators, representative federatioo$
agencies or national newspapers, audiovisual media
services.

18 Article 2 of the ltalian Constitutioprovides that'The Republic recogrés andensuresthe imalienablerights of every human
being both as an individual ands a social groupand requires the fulfillment of the mandatory duties of politiaonomic and

social solidarity.

19 Article 3 of the Italian Constitution provides thall' citizens have equal social dignity and are equal before the law, without
distinction of gender, race, languageeligion, political opinions, personal and social conditions. The Republic is required to
remove the economic and social barriers which, by limiting the freedom and equality of citizens, prevent the full dexaflopment
the human person and the effecipaeticipation of all workers in the political, economic fabric and of the colntry
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On this topic, the Authority also organised techn
workshops that involved IT experts, statistici
economists, sociologists and jurists, with the air
tackling the problem of disinformation through
holistic approacH.

To this end, the Authdy, by resolution nc
309/16CONS, starteda survey on digital platforms a
the information system, which, among other thi
delves intothe issue of @information. The results
the survey will be publisheich 2017.

Political communication

The Authority, in the wake of the newaselaw
orientation resulting from the twjodgements byhe
Council of State (No. 6066 and No. 6067 of
Deember 2014), already applied last yeamaduder
five proceedings concerning the verification of res
for pluralism in national and regional news, relatin
the nonelectoral period (one filing and fc
invitations). Specifically, he Authoritydecided to bas
its assessments not only on quantitative dathich i<
still an objective starting pointbut also on qualitatiy
elements, having regaro the political agenda of tt
period andto thedetaik of the topics dealt with, wi
reference to th wholeinformationprovided
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Figure 1.3.2 shows in detail the activity carried out
the Authority by type of provision.
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Fig 1.3.2- Proceedings in the field of fairness doctrine by type of provision

20 The results of these workshops are published on the Authority's institutional websiteSerfiadrs and workshdpsection.
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Monitoring of pluralism during the campaign for the
constitutional referendum of 4 December 20188
September 2 Decembe2016

During the campaign for theonfirmatory popular
referendur® of 4 December 2016, the Authority's
monitoring activity was aimed at verifying compliance
with the principles of pluralism and the completeness
of information through the calculatio of the time
dedicated to favourablepntrary, neutrapositionsand
on the referendum question and the time dedicated to
the referendum theme by national broadcasters. In
particular, the assessmentoncerned the following
times:

speaking time, namely theinte when the
political/institutional or socialindividual speaks
directly in the news and during programmes (for
programmes only the speaking time is calculated);

news time, namely the time dedichtey the
journalist to the explanationf the "constitubnal
refererdum” in relation to a politicalistitutional or
socialindividual in thenews

airplay, namely the totatime dedicated to the
political/institutional or social individualin the
news, given by the sum of the "news time" and the
"speaking iime" of theindividual;

time dedicated to the topic (referendum), namely

the total time dedicated by the news and by the

programmes to the topic on the total amount of time
dedicated to information.

The Authority also published data referring to the
time used by positions in favour and against the
guestion, also taking into account neutral positions. To
this end, every intervention was evaluated, not only that
of political and institutional representatives,

but also that ofindividuals ascribabldo the "social"
area (for example, journalists, intellectuals,
economists)Furthermore,lie data referring to the time
dedicated to the topigllowed the Authority to evaluate
the actualdiscussionof the issue by the publications,
encouraging them to send itations and
recommendations tbroadcasterso increase theime
dedicated to the topic, in particular in view of the
approacing elections.

The Authority's interventions were also aimed at
correcting the behaviour of the broadcastersin
violation of thefairness during the referenduihrough
the adoption offrestoring@ sanctions, aimed at +e
establishing as soon aspossible equal access to
political-elecoral information and, therefore, an
adequate andfair treatment of the information
regarding the refendum.

Figures 1.3.31.3.6 show by way of example, the
changes occurred in tHeehaviourof the publications
in compliance with some of the resolutions adopted by
the Authority.
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YE .
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Fig 1.3.3- Spaaking time(%) of favorable, contrary
and neutral positions to the referendum questib4
December 2016, recordéa the newsastsof Skytg24
in the periods 1-80 October ad 31 Octobed3
November 2018

21 Confirmabry popular referendum on the text of the constitutional law contair®ngvisiors for overcoming the equal bicameralism,
the reduction of the numbef the members of the parliametite containment of the operating costs of the institutionsalleétion of

the CNEL and the revision of Title V of Part Il of the Constittition

22 See resolution no. 484/1BDNS of 3 Novenber 2016 regardingthe referene to the Skytg24 newspaper to ensure equal treatment
between positionsn favour and againsthe referendumguestion i the newsastsbroadcastedduring the period31l October 13
November 2016 due to the imbalance detected in the news for the perRiQTtober 2016 in faww of the iNOO vote
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Fig 1.3.5- Speaking time (%) of positions in favour,
against and neutral to the referendum question of 4
December 2016, recorded on Rai News in the periods

December 2016, recorded in the TG4 news 1, 54 Noyember 2016 and 2127 November 2078
programmes during the periods 31 Octoberl3

November 2016 and 1420 November 2018
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Fig 1.3.6- Trend of thetime dedicated to the top(&o) regardingthe referendum questiof 4 December 2016,
recordedm the newsastsand in the Mediasetrpgranmes®
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23 See resolution no. 532/XBDNS of 17 November 20T@gardingthe reference to Tg4 ®nsure equal treatment betweengbsitions
in favour and againghe referendum question the newsastsduringthe period 1420 Novembef016 following the imbalance found on
the newduringthe period 31 Octobefl3 November 2016 in fawo of thefi Y E Sote
24 See resolution no. 562/IBONS of24 November 2016egardingthe order to Rai to ensure equal treatment between the pogitions
favour and againghe referendum question in the neastsbroadcasted biRai News during the period 227 November 2016 following
the imbalancéound onthe newdring theperiod 1420 November 2016 in faunof thed YES 0. v ot e
25 See resolution no. 53WB/CONS of 17 November 201fegardingthe requestto R.T.I. for compliance with the principles of
information ensuring a broader coverage of the referendum topic in newscasts andrpesgram
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Television and radio marketing communication

During the réerenceperiod, suppliers of national
and local audiovisual media servicasre sanctioned
as well as companies operating satellite broadcasters,
for violating the provisions rgarding the advertising
limits, positioning and mognisable nature of the
audiovisual marketingcommunication, as well as for
violating the provisionsregardingthe noncompliance
with the prohibitions in force in the teleshopping
programmesrelating to astrology, cartomancy and
similar goods and services anéndces related to
predctions onLotto (see Table 1.3.4). Thpenalties
originated from the outcomes of the supervisory
activity carried out by the Authority through the
company in charge ofsupervising the national
television broadcastinig the context of advertising.

Tab 1.3.4
Penalties
(May 2016April2017)

Audiovisual marketing communication/advertising

Local audiovisual media service

Injunctions 46
Filings 37
Resolutions reform 1
Annulment for internal review 1
Total 85
National audiovisuamedia service
Injunctions 6
Filings 0
Resolutions reform 2
Annulment for internal review 1
Total 9
Grand total 94

As is well know,the Authority entrusted Co.re.com.
with the monitoring of the radio and telewsi
broadcast in the local area

An innovationin this matteiis the provisions set out
in Article 1, paragraphs 93340, of the Law of 28
December 2015, e 208 (Stability Law for 2016),
which gave powersto the Authority in the field of
advertising for pa gaming, a sector so faxclusively
dealt with bythe Customs and Monopolies Ageriéy

During the reference period, the Authoribok into
accountthe different interpretative questionsisedby
industryAssociations regarding the interpretatiortiu#
rules, with particular reference to their
effectiveness. The Authority alsguestionedthe Self-
Regulatory Institute of Advertisingvhich has already
gained significant experience in the sectsince the
provisions set forth in paragraph 938 sabstlly
replicate the provisions of Article 28r of the
advertising selfregulation code. At present, the
Authority is investigating, alsdy exchanging views
with the Customs and Monopolies Agencen the
types of possibleactions to be takeron online
advertising.

new

As for the monitoring activity this was aimed at
verifying compliance with the new rules by the-au
audiovisual media service providers. In particular, the
activity was carried following different
approacheson the one handi was evéuated, even
before the adoption of the decrdiee behaviourof the
broadcasterdetween7 am and 10 pnfat least of the
so-called generalinterest channels but also non
generalinterest channels) on the other hand,
compliance with paragrapB38 was pasively verified
in the case of advertisemerbsoadcastedduring the
allowedtimes.

two

Audience share andpreadof media

In 2016, the Authority continued the supervisory
activity on audience share and spread of media

26 The new provisions are without judice to those contained in Article 7 of the Balduzzi Decree and keep the prohibition to participate
in public contests, games and illegal gambling as per article 4, paragraph 3 of Law no. 40#t8@@aph 938 establishes the types of
advertisingalways prohibited, while paragraph 939 prohibits the advertising of games with cash prizes
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through regular monitoring of thadequatdulfillment

of the obligations of all the investigators, in compliance
with the provsions of resolution no. 130/0BEP.
Specific interventionswere dedicated to the television
and radio sectorin the first areathe supervisionwas
focused on themonitoring of compliance with the
medium and longerm remedies implemented by
Auditel pursuant to resdlion no. 192/158ZSP and
aimed at ensuring the "safety" of the entisarvey
system. On 27 February 2017, the Authority
consideringthe absence of€riticalities in the checks
and measures adopted by the compangharge of the
survey as well as the positive results of the moriitgr
activity carried out by the certifying institut@sovided

for by the aforementioned provision, issued resolution
0. 24/17CSP, on Conclusion of the investigation
started against Auditel with
192/15/CSP.

With regard to the radio sectdhe establishment in
April 2016 of the company Edizioni Radio S.r.l.
(T.E.R.), the new "implementingntity" responsible for
organigng and carrying out surveys on radiadience
sharein Italy, as defined in art. 1, paragraphstibpara.
e) of the Authoity's Guidelines, prsuant to resolution
no. 85/06CSP. The Authority iscarrying out its
supervisory activity on the work of this new company,
with particular attention to the adequacy of the
methodology used by it in compliance with the
principles contaed in the aforementiongduidelines.

resolution no.

Taking into account the different uses of media and the
continuous technological evolution that affects the
survey sector, by resolution no. 253/16/CONS of 16
June 2016, the Authority ordered the start of a survey
on the systems

for recording audienceshares with the aim of
acquiring specific informationon the subject through
severalconsultations with the main stakeholdefghe
sector (survey companies, publishers, research
institutes, trade associations, medénters, advertisers,
etc.). Particular attention was given to the governance
of the companies, to the methodologies adopted
(sampling methods, tools and techniquesd during
survey$ and to the innovative processes concerning the
evolution of the surwemodels. The results of the fact
finding survey will becollected ina specific final
document drawn up by the Authority.

Planning and investment obligations in European
works and independent producers

As for the secalled"European sharestt is crucal
to start by consideringhe approval, ori4 November
2016, of law no. 220/2016, onRégulation of the
cinema and the audiovisuakctof, which, in addition
to providing br the reorganisation and streamliniof
the referencdegislative provisionsprovidesa specific
delegation to the Government for the reform of the
regulationon instruments and procedures currently in
force in the promotion of Italian and European works.
With regard to the supervisory activity on the
compliance withprogramming andnvestmentshares
in European works and independent producers, referred
to in Article 44 of the TUSMAR, during the reference
period the Authority started to verify the datatified
by the obliged entities for the year 2015; these
activities are stilunde way.

The following figuresshow the main evidences
emerged so far. The average value of the programming
of European works

In generkinterestradio and television broadcasts, in compliance with the principles established at the Ewopledrom 7.00 am to
10.00 pm every day. The aforementioned privloib does not include speciadid media andndirect communicationsleriving from
sponsorships in the fields of culture, research, sport, as well as in the health and care sectoph Péfsgexifies thathe Authorityis
responsible for issuing the penaltiexase ofiolation of the prohibitions referred to in paragraphs 938 and 939 andavisipnsof the
Decree referred to in paragraph 987.the event offailure to comply wib the provisions in questionthe person who commissions
advertising,the person whaleliversit, as well as the owner of the means by which deiévered, will be sanctionegursuant to article
7, paragraph 6, of the Balduzzi Decree. The only pravisionediatelyeffecive as ofthe date of entry into force of the Stability Law is
that contained in paragraph 938 of article 1 (imaféer paragraph 938). With regard to paragraph 939 of article lifaftes paragraph
939), on the other hand, was neessary to wait until 22wugust 2016the date of the entry into force of thedministerial decree
(MISE-MEF) containing the defitibn of generainterest and speciaéigl media.
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by national broadcasterss around 61%, about %0
higher than the tieshold set by the law and in line with
the trendrecordedn 2014.As for the figure relating to
recent European works, the average value is around
44%.

With regard to the 20% limit for each channel, there
is substantial compliance with the threshddt by
resolution no. 66/0WONS. Figure 1.3.7 shows the
declared data for the programming of European works
and recent European works in the main prognam
schedules. The reference interval shows an average
figure for European works of 67%, with a minimum
value of 35% a&cribable toltalia 1 channeland a
maximum value of 98%ascribableto Rai 1 channel
The analysisof the datareportedin the figure shows
that the typically" genericinterestchannels favor the
broadcastingf Eurgpeanworks. When considerig the
recent European works, the average figure is around
50%, with a peakof 78% for Canale 5channel and
20% forltalia 1 channel

As for the obligations to invest in the production of
European works of independent producers provided for
in paragraph ®f art. 44 of the TBMAR, there is an
average figure of 16%mamely 6%above the nmimum
limit established for the scalled commercial
broadcastes, with the exception of Rai,
threshold is 15%.

whose

In 2015, the total value of the investments declared
by the ten biggest broadcasters considered in terms of
audience figures amounted to 746 million euros, thus
registering an increase of 13% compared to the figure
recorded in 2014.
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The investments wermainly made onthree kinds of
works 1) fiction, 35%o0f the totalinvestment?2) films,

with 30% of the total investmentind3) entertainment,
with 22% (see Figure 1.3.8). On the other hand, the
incidence of investments in the documenta(4% of

the total) and animation (3% of the total) is lower.
Othergenrescollected 5% of the total.

With reference to the types of investments, it should
be noted that the broadcasters use all the methods
provided for by art. 44 of the TUSMAR. Specifically,
investments in production account for 35% of the total:
this mehod is mainly used for entertainment products
(see Figure 1.3.9 and Figure 1.3.10).
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Fig 1.3.8- Investnent in European independent
works by gere (year 2015)
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Fig 1.3.7- Programming for European works per single channel (year 2015)
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Fig 1.3.9- Distributionof investmentypes (year
2015)
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The purchaseepresent21% of the totalandit is
used above alfor fictions and films, as well as for
animation and documentaries. The -ptgchaseyvery
typical in the case ofnvestment in film products,
covers 18%, while the eproduction, mainly used for
fiction and animation (currently not oftensed for
cinematographigvorks) stands at 19%.

With reference to theuota systenenvisaged for
suppliers of ordemand audiovisual services (W&o
On Demand, VOD), whichallows obliged partiesto
choosebetween the qgrammingobligation and the
investment obligation, Figure 1.3.11 shows the
percentages of theqgompliance detailed for individual
catalogs.

Most of the obliged parties opted for the
programming of European works within eih
commercial offer, recording, in terms of dedicated
hours, an average value

Fiction

Film

m Production

m Co-prodtction

Documentary Animation  Entertainment  Other genres

u Prepurchase mPurchase mOther

Fig 1.3.10- Use of investment methods in independent European worksnog ayed type (year 2015)
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Fig 1.3.11- Programming and investmestiaresn European works for odemand service®/OD) (%)*

*For TIM Vision, the share refers to the investment in European works in relatiervicesrevenues; for all other entitiéise sharerefers to
the number of hours of European works in the catalog on the total number ®Bkailable.
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of 63%. On the other hand, as regards the investnent
TIM Vision, based ona legal threshold of 5% of
eligible revenues, recorded a leveluseamounting to
33%. Thisshowsthe importance of programming in the
strategy of promoting Eur@an works in the VOD
segment.

When considering theupervisoryactivity, during
the reference period, threpenal proceedings were
started and concluded against R.T.l.,, Rai and Sky
regarding norcompliance with the investmesharein
Europearnworks of ndependent producers2013.

1.4 Regulation and supervision in the

postal sector

In the postal services sectothe regulatory
interventionis combined witha series of regulatory and
market chages requiring a specific sap. In light of

its recentopening, an approach strongly focused on the
promotion of competition and on the protection of end
users is still needed, pending theffects of the

regulatory framework adopted.

Verification of the costof the universal postal service

As part of theits regulatory functionsn the postal
sector assignedhe Authority calculatedthe universal
servicecostborne by Poste Italiane SpA, verifying, on
the basis of the available accounting data, the net cost
of universal postal service for 2013 and 2014, and
submiting the outcome of such verification to public
consultation Resolution No. 166/16/CONS}).

The calculation was made in line with the
guidelines described in Aex | of the Postal
Directive’®, using the so-called "Profitability cost
approach' calculation method, which allows capturing
the effects of the universal service plypconstraint on
the choices made bythe designated operator,
compensating it not only for the net losses but also for
the lost profits for the universal serviceopision, and
taking into account any intangible and commercial
benefits Based on this methodology, the net cost of the
universal service is calculated as the difference
between the operating result of the operator designated
for the supply and the opeirag result that the same
operator would achieve in the event that it was not
subject to the obligations of universsdrvice. For the
purposes of thiscalculation, the Authority used the
services included in the uninsal service as the
reference pointin order to encourage Poste lItaliane to
achieve greater economic efficiency, the Authority
proposed a correctioof the costs related to 2014,
amountingto about 5% of the total costs incurred for
the provision of the universal service.

According to the 2082011 programme contract,
the compensation amoungstablishedfor 2013 and
2014 are respectively 343 million euros and 336
million euros. The value of the net cosinder
consultation was higher than the allocatestablished
in the State bdget- 0 2
million, respectivelyjn 2014- and this would imply an
evaluation ofthe occurrenceof the conditions for
enaling the compensation fuRt

million, i n

The contributions of the operators that took part in
the public consultatin focused on some topics: the
perimeter for the calculation ofthe net cost, the
definition of the counterfactual scenario and the

evaluations ofhe efficiency of Poste Italiane.

27 The verification of the net cost of the universal service for 2012amh#d exded with resolution no. 412/X40ONS.

28 See Directive 97/67EC of the European Parliament and of the Council of 15 December 19@€6bomion rules for the development
of the internal market of Community postal services and the improvementitf gtiaérvicé, as last amended by Directive 2008/6 / EC.

29 The current legislation provides that in casedbstexceeds the allocated stéiteds it is possible tenablea compensation fund to
which the holders of individal licenses and generalithorisation are required to contribute up to a maximunil@% of the gross
income, relatindo serviceseplacingthose included in the universal service (see Legislative Decree No. 261/99).
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Analysis of theaward of the universal service

The pravision of the universal postal service is
entrusted tdPoste Italiane until 30 Apr2026, pursuant
to Legislative Decree no. 58/2011. The award is
subjected to a fiwgear verification whose outcome
could lead to revocation. Specifically, art. 23 of
Legidative Decree no. 261/98rovides theMISE with
the task of verifying, every five years, that therard
complies with the criterisset outin paragraph 11,
article 3 of the aforementioned decree, namely:
ensuringcontinuity of the provision of the sepd in
consideration of its role in economic and social

By resolution no. 728/18/ONS, the Authority had
assumed the presence odgulatory, technical and
economicobstaclesin the Italian postal market that
could have hindered the development of competition
Therefore, the Authoritymposed on Poste Italiane the
obligation to give acess to different levels of its
network on fair and reasonable terms, freely negotiated
with the parties.

The procedure conagng the review of the
provisionsregarding access to the network and postal
infrastructure of Poste ltaliane was started in order to
assess whether changes in the Italian postal market in
recent yearmeededa revision of the obligations of

cohesionp) profitability of investments) ¢ o mp a n y  &cessmposedy resolution no. 728/1GONS.

organistional structured) economicsituation of the
company in the last three yeasindustry experience

f) any previous contacts with the lgic administration

in the specific sector, with a positive outcome.
Furthermore, théaw requiresthe MISE to verify that
the performance of the serviteads to an efficiency
improvement The provisionalso provides that the
Authority shall carryout ananalysis aimed at providing
elements of evaluation to the MISE; therefore, the
Authority conducted the analysis relating to the first
five-yearawardperiod thatnded on 30 April 2016.

The analysis of compliance with the criteria
indicated by Legislatie Decree no. 261/99 focused on
verifying the possible deviation of the conditions
detectableat the end of the fivgear periodcompared
to those existing at the time of the award decision. On
the other hand, afar asthe efficiency measurés
concerned an analysis was carried out dooth the
economic efficiency and efficiency in the provision of
the service, aimed at highlighting the resuathieved
by the designated suppliein terms of both the
reduction of service costs and the quality of the service
provided.

By decreeof 25 August 2016the MISE confirmed
theawardof the universal service to Poste ltaliane.

Provisions regarding access to the Poste Italiane
network and postal infrastructure

The imposition of an access obligation is a
regulatory neasure typically used in network industries
in to promote competition and allow neamtries to
join.

The provision submitted for coul$ation
(Resolution No. 651/16/ONS) moves from the
assumptiorthat the postal network is largely replicable,
as it is neither necessary to realise imgot civil
works, nor to bear high fixed costs for the
infrastructure. Therefore,the postal market does not
entailtechnical and economibstaclesimilar to those
found in the telecommunications markets. This is also
confirmed by the significant presence of postal
networks alternative to #t of Poste Italiane, which,
cumulatively, reach 96% of the population, and by the
poor interest that operators have shown the
opportunity to negotiate access in accordance with the
provisions of resolution no. 728/1BONS.

In light of the analysis cded out, the Authority
proposed to partially confirm the pexisting
provisions,keeping the obligation foPoste Italiane to
contract at fair and reasonable prices, eliminating
however the availability of different levels for the
access to the networand limiting the possibility of
requesting access services to the CMB&lién sorting
office) only. Furthermore, the Authoritproposed a
transparency obligation on Poste Italiane for the
management of th&ostal Codesystem,establishng
that the operatr is requiredto notify the competitors
with at least 6@lay notice any change made to the
system.

Lastly, the Authority requested the responders of
the consultation to express an opinion on the need to
impose an access obligation for Poste Italidae with
reference to other postal infrastructures,
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such asi) post office boxesii) modular boxesiji) post
offices for the management ofnondelivered
correspondengév) address database.

In the context of the proceeding, tlwmpeting
operatorsalso raised the issue concerning access to
services not included in the universal service offered by
Poste Italiane to business customdfor example,
"Posta time"y"; in this regard, the Authority proposed
the introduction of arepeatability test of Post
Italiane's offers.

Supervisory activity in the postal services market

During the past year the supervisomactivity
continued, also through the inspection activity carried
out in collaboration with Guardidi Finanza. It was
carried outtaking into acount the main problems of
the sector detected dog the first yearsn which the
Authority has exercised its powers.

In 2016 and in the first quarter of 2017, 27
preiminary investigationavere carried out (13 in 2016
and 14 in 2017) which led to thstart of 11 penal
proceedingagainst Poste Itane (of which 8 in 2016
and 3in 2017, still under way and 3 against theourier
GLS (General Lgistics Systems lItaly) SpA (of which
1in 2016 and 2 in 2017 stillnder way. Thesepenal
proceedings were folleed by approximately 8penal
proceedings initiated (@nder wayand 6 concluded) in
relation to minor postal operators who acted through
partieshaving no authorgtion.

Overall, in 2016 and early 2017, penalties were
imposed on the postal services mariee an amount of
about 940,000 euros, of which 710,000 euros to Poste
Italiane, 193,000 to GLS and 37,000 to other minor
operators.

Management of the notification of judicial documents
by post

Although the draft law on competitidh has
provided for tle abolition of the

service of notification of judicial documents pgsé?,
this provisionis still subject to reservation for public
order purposesn favour of the company in charge of
providing the universal postal service.

Following the verification of the quality of the
services for the notification of judicial documents by
post, numerous inefficiencies were found in 2016,
which led to the start of the subsequentpenal
proceedings. In addition to the ordinadisciplinary
sanctioningpowers the Authoritytook action toraise
the awareness of theompanyabout the neetb seek
organigtional solutions to avoid possiblduture
inconveniences.

By resolution no. 366/16/ONS, in addition to a
call for the correct implementation of thgrovisions
regardingnotification by post and the need to ensure
uniform quality levels throughout the country, the
company wagequestedto deviseand implement an
operational pla aimed at improving the orgaat®n
and management of the service, so as tadafwother
critical situations.

The plan was presented in the third quarter of 2016
and was deemed suitable to solve the problems
detected the implementation of the projects and
operational solutions included in the plan was launched
in the first quarte of 2017, and theiractual
implementatiorwill be subsequently assessed.

Monitoring the quality of universal service

The monitoring of the quality of the universal
service and the verification of compliance with the
quality objectivegreviously setre relevant to ensure
the right of users to a universal servio®rtesponding
to an offer of specific quality postal servit&s The
results of this activity are published annually on the
Authority's website.

While in the previous programme contractyan
mismatches from the quality objectives resulted into
the application of penal clauses,

30 Thethemeis alsodealt with inan investigation by the AGCM (see Case A493).
31 See draft law @ 3012 on the "Annudlaw for Market and Competitidhpresentedn 3 April 2015- available at

http://www.camera.it/leg17/126?pdI=3012.

32 See Law 20 November 1982.r890, containingNotification ofdocumentd®y post and communications by post connected with the

notification of judicial documenits
33 See art. 3 obirective 97/67 / EC
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the newfive-year progranme contract (201520194
provides that thehecks on the achievement of quality
objectives, as well as on compliance with the
obligations in terms of summer closures, amaly
relevant from the@enalty pant of view.

Law no. 190 of23 December 2014 (2015 Stability
Law) introduced new rules for the implementation of
the universal service, providing for measures to
streamlineand remodulate the weekly collection and
delivery frequencyfor up to a quarter othe national
population. By resolution no. 395/18IONS, the
Authority enforced the 2015 Stability Law,
implementingthe day oni day off delivery model. At
the end of 2015, the implementation of the second
phase was completed, which together with thet firs
phase involved 12% of the national populatibaring
2017, the third and final phase will start, involving a
about 23.2% of the population.

In the first phase of the implementation of theey

day off delivery model, which involved 255
Municipalities, the cost savings recorded in the final
balance (on an annual basis, at the end of 2016)
amounted to about 31% of the costs that would have
been incurred without the implementation of the new
model; this latter figure is influenced by costs related to
the delivery service of publishing products, which was
in any case assured during the same pevidttiout the
delivery serviceof publishing products, the saving
would havereached38%. Asfor the second phase of
implementation of the new model, which edd&
November 2016 and involved 2,377 Municipalities, the
cost savings recorded (on an annual basis) in the first
quarter of 2017 amounted to approximately 32%.
Again, the figure is influenced by the costs related to
the delivery service of publishing pradtts that was in
any case assured in the same period: without the
delivery service of publishing products, savings would
have accounted fapproximately37%.

on i

To perform the supervision, the independent
specialised body in charge of monitoring activitieif
carry out surveys also in the areas where the delivery
service will be carried out every other day.

The reports so far submittedgardingthe monitoring
activity of the areasvheretheday oni day offdelivery
modelis provided whichis carried out by sending test
letters to and from the Municipality concerned, have
notyet detected mismatch&®m the quality objectives
previously set Furthermore, according to theew
contract with the speciaésl inrdependentbody, the
Authority may access the results of the surveys in real
time andbenefit frommore effective information tools
to take prompt actioni the event of inefficienciethat
may occurat the expensef users.

Again with regard to the supervision of the
implementation of t newday oni day off delivery
model, it wasdeemedadvisable also through the
representative associations (ANCI and UNCEM), to
directly involve the Mayors of the Municipalities
involved in the first and second phases of
implementation inviting them topromptly report any
disservice and inconvenienaecurred at the expense
of the usergto this enda specific email address was
activated to make communication more direct and
immediate). So far, however, out of a total of about
2,600 Municipalities invived (between the first and
second phase), a very limited number of qualified
reports have been received and documented by the
Mayors concernedabout thirty) that however, have
been subjecof further checks and interlocutions with
the universal servicprovider.

During the last year, as in the previous ones, the
regularity of the monitoring systemwvas carefully
verified in orderto avoid possible alterations of the
results with obvious consequences on the supervisory
activity. In light of the reports remived on possible
interferencs, the body responsible for monitoring the
guality was requestedas on other previous occasions,
to replace all the collaborators concerned by the
received reports.

Particular attention was paid to the verification of
the catinuity and expansion of the universal postal
service supply during summerand the related
obligations related to the daily opening, compliance
information to users.

with opening times and

34 Reference is made to the prograecontract between Postellteme andhe MISE, approved oid5 December 2018nterdinto force

on1January 2016.
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. Therefore,it was verified thecompliance with the
provisions aimed at ensuring the reliability and
regularity of the service performed by the post offices,
including the rules that ensure users' access to
protection measuresn order to avoiddisservices in
summerresulting from sudden and unjustified closures,
not due to force majeure eeducedworking hoursAll
these disservices can basily avoidledthrougha better
organistion and management ibie staff.

Monitoring streamlining plans for post offices and
delivery facilities

While respecting the legislative provisions that
stressed the centrality of the budgetary constraints and
the need to ensure theistainability of the universal
service cost the supervision and verificatioaf the
rules, aimed at ensurirgpcial and economic cohesion
in Italy through the post office netwgrkontinued

The relevant legislation is contained both in #0645
2019programme contractand in the regulation adopted by
the Authority. The programe contractprovides (Article
2, paragraph 5) that Poste ltalissteall send’[...] a list, to
be updated annually, of post offides] that do notsecure
conditions of economibalance together with theaction
plan and the related criteria for the progressive
streamlining of their managemeht The Authority shall
verify that the streamlining plans are drawn up in
compliance with the critex set by resolution no.
342/14CONS andhe decree of the Minister of Economic

Development of7 October 2008.

As already explained in the previous Report, there
is a significant difference between thplanned
interventionsfor the closure of post offices and those
actually carried out. Inhe period 201016, in view
of 1,998 planned closures of post offices, those #gtua
implemented amounted to 994Moreover, the
interventions implemented in the thrgear period
20142016 are thosesetin the 2014 Plan (the 2015
Plan, after being submited, was subsequently
suspended).

On the other handn 2016no plan wassubmitted,
due to the numerous appeals relating to the 2014 Plan
provisions and in order to take into account the new
regulatory framework. The 201Z19 programe
contract, whib entered into force at the beginning of
2016, strenghtenthe obligationsto talk with local
authorities.Currently, there are 12,822 operating post
offices in Italy.

Tackling illegal activities to protect competition in the
postal services market

In order to eliminate the problem of illegal
activities, repeatedly reported by the operators active
on the market, thsuccessfuinvestigationscontinued
with the support of theGuardia di Finanza in 2016, in
order to reestablish compliance with the rules time
industry and allow the development of fair
competition. Consequently, thgenal proceedingson
the activitycarried outhe operatorsoften belonging to
networks of other postal operators with considerable
levels of turnover, which carried out paltservice
activitieswithout authorisationdoubled

The data recently updated on requests
authorisationshow an upward trenish the number of
operators active on the market (2,777), with an increase
of about 260 new postal operators1(@%o), ascribable
to the activities performedhgainst theabusive activity
and to the will of many operators to regularitheir
position.

As already noted in the previous reports, a very
high number of entities form part of the postal sector in
Italy: a unique and anommls aspect in Europe.
However, overall traffic is still managed by a few big
operators that are responsible for the entire production
chain endto-endi sender and recipient). The extreme
fragmentation of the market in a very high number of
operators, allndependent and legally separate entities,
could in fact be the formal aspect that hides a different
reality: in the postal sector few groups operate steadily
and they routinely entrust autonomous entities with the
management
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of some specific phases tife logistics chain of postal
services.

The vision of the postal market through the two
profiles (the possession of thqualification for the
exercise of the activity and of thiedependencef the
individual operator)could be incorrect and unrealistic.
In fact, itis becoming increasingly evident that most of
the numerous postal operators act as part of a group,
namely a unitary orgarasion, which can be established
through multiple forms of contract, buwith the
common feature ofroviding the parentompanywith
strong powers of direction and coordination on the
members ofhe group.

The fight againstthe abusive exercise of the postal
activity will continue in 2017, as well as the activity
aimed at providing a correct and realistic view of the
markes in theindustry.

1.5 Relationswith consumers and users

The protection and promotion of the interests of
consumers has been pursued, in line withplaasset
out in the previous Report, paying particular attention
to the need tcensurethe provision of the universal
sewrice and the accessibility of services to useith
disabilities ensure price transparency, monitor the
marketin the field of contract&nd business practices
and improve the tools available to the user to verify the
quality of servicesprovided and for effective self
protection.

The Authority's action thusembodied different
interventions, recording a considerable increase both in
the reports received and in the requests for the
resolution of disputes.

From a regulatory perspective, general transpare
measures have been adopted along with special
measures for universal service and disabled users with
disabilities.As for the supervision activity, started as a
routine activity or following reports, various warning
notices were issued in order to peet behaviours
detrimental to consumers,

as well as orders for cessation of behawviagainst
interests of users. When the prevention work was not
sufficient, violationsto the industry legislation were
prosecutedhrough a targeted sanctioning activity

Update of the regulatory framework

By resolution no. 252/16/1ONS, the Authority re
examined the tariff transparency measures introducing
new protectiontools useful both in pre&ontractual
terms and in theerformanceof the contract, extending
their scope to all users who sigontracts for the use of
electronic services
(telecommunications and pay TV). Among the
measures introduced, there is the one aimed at avoiding
unconscious consumptionsin the case of offers
providing for a plafond of predetermined services,
through the obligation for the operatevhen reaching
80% of theplafond to inform the user of the imminent
re-establishment of the economic conditions regulated
by the previously subscribed offem order to the
expenditue under contrgl thetools used tdknow the
residualcredit of the prepaid SIM cardsas provided
free of charge As for the operators' websites, it is
mandatory to introduce a page dedicated to tariff
transparency with clear and simple information on
offers, prices and any withdrawal and activataosts
In implemening the aforementioned resolution, the so
called "calculation engine" of the Authorjts tool for
comparing tariffs that will bg@rovidedto consumers in
the coming months, is also being d®ped.

communications

In light of the evolution of the fixed and mobile
markets,by resolution no. 121/1ZONSthe Authority
took actionon the critical issues caused by the loss of a
consolidated time parameter for the frequency of
renewal of offers and invoicing.

Considering the differences in terms of
transparency and control of spending by users between
mobile sector (76% prpaid) and fixed sector (usually
postpaid), specific time parameters have been
identified for the user to have the correct perception
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of the price offered by each operatoriia business
freedom.

With regard to fixed netwotk the Authority
identified the monthas a billing time,considered a
consolidated practiceof other general household
services. Given the specific characteristick this
market, where even for wholesale services the monthly
billing applies, an allocation of the costs of services
billed to users over a different period would reduce the
conditions of transparency drcorrect information for
users leading toa seriousimpact not only in the pre
contract phase, but also on the control of the
expenditure due in theerformancef the contract.

In the mobile network the Authorityestablisheda
period of notless than 28 daysas billing time
considering a minimuneferencefrequency necessary
to ensurethe transparency and comparability of the
economic conditions of the offetdpon request of the
Consumer Associations, the Authority also envisaged,
in the case of mobile phone offers having a different
frequency from themonthly one, the obligation for
operators to inform the user of the renewal of the offer
througha text message.

In the case of conveirg offers involving mobile
and fixednetwork the frequencyrovidedfor the latter
(monthlybilling) prevails.

With
reference period the procedure vamed at defining
effective and adequate methodologies etasure the
access to the social security network and the minimum

regard to universal service, during the

services of the universal service, which must assure
citizensusers availability, and
accessibility, as necessary conditions for social
inclusion pursuant to articles 53 and 59 of the
Electronic Communications ddle. With resolution no.
456/16CONS, the Authority identified thpay-asyou

go asthe mehodology suitable to guarantee the user
the freedomto choosethe services included in the

convenience

universal service, as well as the right to control and
monitor the own spending. In order to allow an
effective surveillance action on the universal service
provision retail prices,

the Authority defined a procedure to regulate the
modalities and timing of any changes to the economic
conditions of these services, as well as transparency
and publicationobligations of the universal service
offer. The review ofredued pricesfor particular
segments of the society is also being studied.

As for the quality of the universal serviceby
resolution no. 650/16&/ONS, the Authority set the
target valuedor 2017, confirming the overall level of
quality required for the seice, given that the \ae of
the global quality index,now stabilised on robust
performance levelstemains unchanged compared to
2016.

With regad to the protection ofusers with
disabilities 46/17/CONSradically
revised the price incatives systemwith the aim of

resolution no.

providing deaf and blind users with access to electronic
communications services offered by the various
companies equivalent to that of mdstal users. The
new discounted pricepromotethe use of broadband
Internet accesservices, both for fixed and mobile
network

In particular, for fixed network services, deaf and
blind users will benefit from a 50% reduction in the
monthly fee forflat and semiflat offers with Internet
browsing included, or the use of at least 180e fre
monthly hours ofinternetaccesdor all payasyou-go
Internet offers.

For mobile network services, deaf and blind users
are entitled to an offer specifically dedicated to their
needs. In particular, for deaf users, the offeitl
include 50 free SMSeqr day and a data traffic volume
of at least 20 Gigabytes, atkle relatedcostwill not
exceed 50% of the best price charged by the operator
for similar current offers for the same data traffic
volume On the other handblind userscan benefit
from an offer providing 2,000 free minutes of voice
traffic and a data traffic volume of at least 10
Gigabytes, the cost of whicill not exceed 50% of
the best price charged by the operator for similar
currentoffers

Moreover, the price of each other service (SMS
MMS, etc.), included in the offer, will not exceed the
best price charged by the operator for the same service.
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Virtual mobile operatorsiot providing offers in line
with these consumption profiles will have goantdeaf
and blind users a 50% discduwon their best data traffic
offer. For the first time, the benefits in force are also
extended to partipl blinded people who may choose
whether to join theliscountfor the fixed network ofor

the mobile network.

The visibility of thesebenefitswasalsoimproved
through theobligation foroperators to publish on their
websites a page containing detailed information
provided with appropriate graphics solutions or audio
or sign language supporton specific offerdor fixed
and mobilenetwork andthe related formsAs for the
other categories of peopleith disabilities who could
benefit from social inclusiothanks tolnternetaccess
the Authority reserved the right to subsequently
evaluate the possible extension of the benefits to them.

The Auhority also paid particular attention to the
populations hit by the earthquake 24 August an®6
and 30 October 2016, whicimvolved large areas of
central Italy.In light of the competences recogsiksto
the regulator by the Decree Lawo.n 189/2016,
converted with amendmentsy law no. 229 of 2016,
the Authaity, with 66/1TONS,
approved the automatic suspension of the payment of
invoices of fixednetworkcontracts for users residing in
the Municipalities affected by the earthquakes, dor
period of six months startgy from the dates when they
occurred. The provision provides for the suspension of
payments for a further six months in favor of the
injured parties whoreport the unavailability of the
building, of the dwelling house, of throfessional firm
or of the company.

resolution no.

Resolution no. 84/17 / CONS altauncheda public
consultation on a provision to regulate the modalities
for reschedulinghe suspended invoices and introduce
further subsidies, alsom the form of pricing for the
utilities located in the Municipalitieslamaged by the
seismic events.

Lastly, during the reference period, the preparatory
activities for the revision of the rules regarding
customer support services continueid, particular
through discussion forums withoperators and
consumer associations,

aimed at overcoming the critical issues emerging from
the recent experiences, as well as to seizihg
opportunitieprovidedby the digital contadibols

Supervision and penalties to protect users

Compared tolast year, there has been a sharp
increase irreportsreceived by the Authority regarding
consumer protection: the total number has exceeded six
thousand complaints, 25% more than the previous year.
This significant increase confirms the effectiveness of
the newcomputerisedeporting mode(model D) and
unveils particular critical aspects in the relations
between companies and consumers, which more and
more often call into question the sector Authority in the
prevention and repressionf unfair practices The
classification, aggregation and analysis of the reports
received, also through the simplified channel
info@agcom.it, together with the qualified reports from
institutional bodies and consumer associations, have
boosted the activities of verification drnspection of
the most serious, current and widespread cases (see
Table 1.5.1 and Figure 1.5.1).

Figure 1.5.1 showshe comparison, for the years
2015 and 2016, of theeportsby type of caseDuring
the reference period, the transition to the r@wodel
and the use of a new classification systemrégrorts
was completed. Therefore, for some cases, the
comparison with the data recorded in the previous
observation period is not immediate or significant.
Evenkeepingthis caveatthe numerical data shofour
critical areas in the relationship between users and
operators, bothresponsible for about two thirds of
consumer dissatisfaction: failure to comply with the
provisions of Law no. 40/2007 (20.4%), transfer of
utilities between operators (18.7%lnilateralchanges
to the contracted conditions made by service providers
(13.5%) and noinandling of complaints (9.9% ).

A first significant information provided by Figure
1.5.1 is the considerable increase, over the previous
observation period, in complagnmarked by the letters
F and |. The change in the renewal frequencies of
and the 28ay condition

offers billing
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replacing the monthly billing, together with the other by consumers as unjustified and for illegitimate delays

adjustments made during the year, represent the main in the pocessing of requests for withdrawal. Steady,

reason for users' dissatisfimet compared to the past. but still high,arethe complaints related to the problems

This scenario leads to an increase in the related reports regarding transferof users between operators. The

that, not surprisingly, have increased fivefold. Same doubling of reports referring to customer assistance and

data for reports for decommissioning costs perceived complaints management highlights the inseain
service quality problems (Table 1.5.1).

Tab 1.5.1- Reportshy specficsituation

) no. D Model no. D model
Subject of the report 2015 2016
A unwanted activation of services 678 453
suspension of services 232 246
failure to respond toeportsaccording tanethods provided
191 587
switchingrelated problems 1.106 1.116
failure to comply with the general guidelines on quality andisercards
(call center quality) 92 198
F changes in tariff planand contractual conditions 133 1.218
noncompliance with provisions of law n. 40/2007 (charges for unjustified ca
for the termination of the contract and rexecution of withdrawal)
275 802
disallowanceof overpricetraffic and internationanumbers ¢hargefor premium
services anadut-of-rangetraffic charges)
230 443
contractrelatedproblems (transparency of information an
billing, telephone directories, roaming)
1.994 894
TOTAL 4.931 5.958
100%
80% - ‘
60%
40%
20%
0% . | 5 | I .
A B C D E F | L N TOTAL

= 2015m 2016

Fig. 1.5.1- Reports by specfic situatioopmparison20152016

54



Table 1.5.2 summases the information related to
the distribution ofreportsby type of service. Relevant
informaion is also representduy the distribution (%)
of repors by the operator (Figure 1.5.2).

Tab. 1.5.27 Reports by type of servid@o)

Type of service 2015 2016
Fixed network 43,5 43,7
Mobile network 25,8 32,8
Internet 25,7 213
Pay Tv 3,2 2,2
Other 1.8 0

The improvement in the management of reports and the
periodic office audits have often made it possible to
anticipate the Authority's intervention to address any
damages to users.

The supervisory activity focused, in particular, on
monitoring compliance with the Regulation on
provisions for the protection of users with regard to
contracts pursuant to resolution no. 519/15/CONS,
also considering

Vodafone/TeleTu
15,6%

Fastwet 8,7% ¢

H3G 10,1%

the validity of thewhole system confirmed by two
rulings of the TAR of LazioHowever, he canchkation
of some parts of the Regulation, relating to ihe
variandi of operators- made by the Administrative
Judge and for which the Authority has appealed to the
Council of State- has caused applicationrelated
problems

Neverthelessthe Authoritytook actionon several
unilateral amendments with provisions of formal notice
to ensure users the guarantees referred to in Article 70,
paragraph 4, of the Codehangeshall benotified with
a 30day notice and the user is entitled withdraw
with no addtional costs or penalties. Thprovisions
addressedthe abusive use of the procedure, the
transparency of the information given to the user or the
obstacles to the right of withdrawal. The Authority thus
stated that, when the uaieral change affects
promotional offers, the withdrawing usershall not
return theamount of thediscounts received until that
time. Likewise, if the withdrawing user is bound to
payment of installments or activation costgsheshall
not be forced to pay in a single payment.

Wind 13,4%

_Tiscali 2,6%
/ ~BT Italia 1,3%

~Sky ltalia 1,4%
Ultracomm 0,7%
—Eolo 0,3%
\_R.T.l. 0,6%
_ Poste Mobile
0,2%

TIM 42,4%

Fig. 1.5.21 Reports by operatdfo)
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Among themost importantprocesdings there are
those startedagainst H3G and Vodafone, concerning
charges for unintentional calls to the telephone
answering service caused by touching the relevant
button on certain fyes of smartphones. In light of the
obstaclesencountered, it was necessary to adopt a
provision for the cessation oftharges for the
reimbursement of sums unduly paid by customers and
for the development of solutions ededto prevent
unintentionalconnetions to thetelephone answering
service.

During the réerenceperiod, the first supervisory
activities on users' rights to a network without arbitrary
restrictions were also started, ascuredby the EU
Regulation omet neutrality In this regard, ifs worth
mentioning that the simple start of checks had a
positive effect on the market, prompting operators to
withdraw or toamendsome offersclashingwith the
Regulation.

The Authority clarified in detail the
framework forzerorating offers, namely those that

reference

do not count the traffic generated by (or towards)
particular services or applications {salled zerc
rated) in order to reactthe consumption threstds in
the offers providingor a limit on the data connection.
A warning provision was issuedagainst WindTre
concerning some offers (Wind Veon and Music by 3)
in which the operator discriminated agaitisé zerc
rated traffic compared to the remaining traffic,
reiterating that these offers can be tradedong ashe
same treatmeris grantedto all types of when the credit
limit provided for by the offer is reached. A similar
behaviour was also spontaneously interrupted by
Telecom ltalia, following th@reliminary investigations
started bythe Authority.

With regard to the sanctiorg activity, during the
reference period the Authoristarted alsoconsidering
the recurrenceof similar cases, 21 newpenal
proceedings for violation of consumesér protection
rules (Table 1.5.3).

Tab. 1.5.3- Penalproceedings started and relatedasures taken
(1° May 2016- 30 April 2017)

Specifi Ref edis! No° new S §
ecific case eference legislation = =
’ ° proceedings _g ° s 8
c i o £
(5]
[a 8
non-compliance with temporary provision art. 1, par31, I. n. 249/97 6 1 5
non-compliarce and warning art. 1, par31, I. n. 249/97 3 1 2
failure to reply to requests for documents and
information art. 98, par9,Leg. Decn. 259/03 1 1
reactivation of deactivated number art. 98, parll,Leg. Dec.n. 259/0% 2 2
call centers art. 98, parll,Leg. Dec.n. 259/0% 4 3 1
failure to comply with number portability
procedures art. 98, par 13,Leg. Dec.n. 259/0% 3 3
failure to meet universal service quality objectiv  art. 98, par 16,Leg. Dec.n. 259/0: 1 1
failure to comply with transparency obligations  art. 98, par16,Leg. Dec.n. 259/0: 1 1
TOTAL 21 1 4 6 10
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In the sameeriod 34 proceedings were completed,
14 of which started during the previous reference
period. 120of these proceedingwere concluded with
the adoption of injunadnsorders, 12were filed for
reduced payment of the fine and filed with no
further actions.

The total of the amounts imposed sanction,or
padasa educed
It is also worth notinghe proeedingconcerning

the nonappication of Regulation 2015/2128%) which

- in view of the abolition of roaming charges starting
from 15 June 2017 provided for a transibn peria
(30 April 2016 - 14 June 201)7 during which the
roaming users can benefit from their national tariff
plans, increased only by a surchargnvisaged in the
Regulation The Authority has first warned the
operators Telecom ltalia, Wind and H3G mga the
automatic aplication of specific asyougo or
"packagé roaming tariffs,requestingthe operators to
adjust their offer to the community legislation and
compensate users for the chargeposedin violation

of the above legislation Subsequentlydue to nomn
compliance with the warnings, threenalproceedings
were started pursuant to Article 1, paragraph 31, of
Law no. 249/97, of which two concluded with a
provision of injunction order and one concluded with a
provision for filing due to the pawgent ofa reduced
fine.

Lacking a direct sanctioning mechanism, the
Authority was forced, during the aforementioned
proceedings, to resort to an "indirect" sanctioning
mechanism, namely mediated by the adoption of a
warning whose nogompliance is punistiewith a little
pecuniary sanction

E—
BT ITALIAS.P.A. I 1

(evensmaller in case of oblatiotihathardlyever has a
deterring or restoring effect. For this reason, the
Authority urgedthe Government also considering the
upcoming mobile offers for the summer, including
interndgional roaming charge$ to seta sanctioning
mechanism suitable for carrying out an effective
surveillance on compliance with the European

pay me 2,851,284.000 u n reguiatory framdvork on roaming and net neutrality

(Regulations 2012/53&EU and 2015/212&V).

Otherpenaltiesvereimposed followingviolation of
the obligations of transparency and clarity of
information to users. An example was tipenal
proceedingagainst H3G inregardingthe clarity and
comprehensibility of the information dmternetcosts
in the "App & Store" ara ofthe 3 portal

As for the complais aboutdisservices suffered by
users during the procedures of migration, termination
and portability of the fixednetwork number, three
penal proceedingwere startedfollowing violation of
the communitylegislationwhich imposes to minirse
disservices to users and to avoid unjustified service
interruptions. All the proceedings were concluded with
the adoption of an injunction ordeamounting tou
510,000.

Figures 1.5.3 and 1.5.4 show detailed information
on the sactioning procedures per operator and the
amounts of the penalties imposed.

As far as the enforcement is concerned, in the
context of the proceedings regarding misleading or
unfair market practices carried out by the AGCM,
pursuant to article 27, paragrafptbis and paragraph 6
of the Consumer Code, the Authority is called to
express its noinding opinion

POSTE MOBILE S.P.A I —
H3G S.P. A I 4
WIND TELECOMUNICAZIONI S.P.A. I 4
VODAFONE OMNITEL BV | e s  —

TELECOM ITALIA S.P.A.

Fig 1.5.3- Penal proceedings started by operators
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Fig 1.5.4- Amounts of penalties per operafar thousands of euros)

on the lawfulness of communications and commercial
behavior held by service providers when carried out
through radio or television media, gas and other
telecommunications means, especiallgrough the
Internet. In this regatd 84 opinions on unfair
commercial practices weiigsuedduring thereference
period, 7of which related to electronic communication
operators.

The protection of postal services users

With reference to the management reports by
postal services users in the reference period
approximately 600 reports were received, of which 282
throughP modeland 327 with otbr methods (@nail,
mail, etc.) these reports were dealt with by sending
513 feedback notes to users and with 8 requests for
clarification from Rste Italiane. The dispute resolution
activity recorded 69 applications submitted through the
CP model (witha 140% increasecompared to the
previous 12 months), of which 20 werfded as
inadmissible ornot enforceable For the remaining
applications, theelated proceedings in 22 cases were
concluded with a decision ruling against Poste lItaliane
(16), SDA (3), CLP (2) and BRT (1) or a filing order
for termination of the dispute, while 27 are being
investigated.

Settlemenbf disputes between useasnd operators

The activity aimed at settlingdisputes between
users and operatorperformed bythe Authority in
favour of those users of the Regions for which the
related Co.re.com.are not yet authorisedto perform
this function (Valle d'Aosta, Campani Sardinia and
Veneto), grew significantly in 2016. The requests for
settlementeceived were in fact 2,702, with an increase
of 28%comparedo the previous period; the increase is
even more signi€ant considering the full operatiaf
the authorisationgranted to Co.re.com. Sicilifrom 1
January 2016.

Compared to the total number @questgeceived,
in 2,394 cases (88% of the total), the redgiroceeding
has already been completed (see Table 1.Buhpng
the proceedings concluded, in 61% of theses the
parties reachea settlement or a conciliati@greement
during the proceding while in 14% of the proceedings
the final provisionwas reache@more than half of them
with manageriakesolution because oamounts lower
than 0 5 0 Q..M Most cases, théme needed for
conclusionwere respected with an average of 77 and
138 days, from thesubmissionof the request for the
conclusion of the proegling respectively with
agreement odecision.
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Tab 1.5.4- Concludedsettlemenrequests

Outcan o e st o ot 20 corde versge aston Rty e e
Agreement at hearing 1.024 42,77% 77 -103 845,00
Decision 226 9,44% 135 -45 215,00
Resolution 126 5,26% 138 -42 2.298,00
Transaction 440 18,37% - - 420,00
Waiver 410 17,12% - -

No further proceedings 168 7% - -

TOTAL 2.394

The outcome of thesettlement proedures showed
thatthe operatorgrantedan amount of approximately
1.2 million euro to customers, by way of repayments
andallowances

The Authority coordinated and updated the
Co.re.com.settling by delegation, disputes between
users and operators, tlhugh continuous training and
guidance activities on the issues that are the subject of
the dispute and on the interpretsttiprofiles of the
rules of the Regulationon the procedures fosettling
disputes btween electronic communicati@perators
and uses’ (Resolution No. 173/000ONS) and the
"Regulationconcerning compensation applicable in the
settlementof disputes between users and operdtors
(Resolution No. 73/1C00ONS).

In carrying out the tasks provided for by Legislative
Decree no. 130/2015, inle¢ion to the keeping of the
list of ADR (Alternative Dispute Resolution) bodies
responsible for managing national and crbssder

disputes between consumers and professionals, and

basedn the European Union, the Authoritypdatedof
the above listby registering13 ADR bodiesaccording

to the 'Regulation on the keeping of the list of ADR
bodiesin the electronic and post communications
sectol, adgted with resolution No. 661/160ONS.

Again considering the ADR procedures, by
resolution No. 11/1TZONS,the Authorityalso issued
Guidelines on the general functioning of the "joint
negotiation" bodies (Article 14ter, subparae) of the
Consumer Code) and, specifically, on Guarantee
Body for joint negotiations in the electronic and postal
communicationsector.

Lastly, the Authority implemeetia new system for
the electronic management of disputies order to
improve the protection of users, including through the
new tools for participation in out-of-court dispute
resolution procedures with proféssals, as proded
for by European legislatiorsuch aghe ODR (Otine
Dispute Resolution).

Special projects for the quality of services

During the vyear, the "Internet Measure"” and
"Mobile Internet Measure" projects continued, aimed at
providing tranparency to users on the quality of the
performance of the Internet network. During the
referenceperiod, around 15,000 useobtaineda free
certification a the quality of their fixedocation
service through the "Internet Measure" project, which
reached approximately 295,000 registered usels.
addition, 109,000 downloads of the free software
"Misuralnternet Speedest" werecarried out, which
allowed users to know the instant value of the quality
of their Internet access.

In July 2016, the measurement system was
implementedin line with the new ETSI standard ES
202 7654 for the certification bthe quality of Internet
access on lines with speeds exceeding 30 Mbps and the
new "Ne.Me.Sys" software version with a more user
friendly and simple interface, which allows users to
follow the progress of measurements and guides them
in solving possible mblems and ifnteracting with the
help-desk team

Taking into account the mobile segment, the
Authority, as part of the "Mobile Internet Measure"
project,
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aimed at providing transparency to users on the quality
of the broadband and ulttaoadband da transmission
service (nobile broadbany coordinated two of the
four new on-site measurement campaigngrife tesy,
provided for by resolution no. 580/GONS, which
extended the tests from second and third generation
networks (2G and 3G) to fourth gemation (4G) in
LTE (Long Term Evolution technology. The first
campaign was carried oatrsite from December 2015

to May 2016, the second from October 2016 to March
2017. Each campaign involved forty cities, with a
population of around 12 million inhabitts and an
explorable area of about 8,000 sg. km. The results of
the first campaign have been published and are
available to users on the projeatebsites. The
publication of the results of the second campaign,
currently being drafted, is scheduled foltyJ2017.

Both the overall, norcompared reports of the
measurements and the congmhrresults of the
measurements taken are available at
www.misurainternetmobile.it.

Relations with consumer and user associations

The relation with consumer and usepresentatives
is carried out systematically, as well as in the hearings
related to individual proceedings, through the
Permanent Discussion Table with their associations,
established since 20@ resolution no. 662/061ONS.

The constansharing of ideasvith the Consumer
Associationgepresenta crucialelement of knowledge
and incentive for the fulfillment of the functions of
relation with the citizens and of protection of the users,
givento the Authority by thestablishindaw.

During the meetings helthst year, a particularly
fruitful interactionwith the associations of the National
Council of Consumers and Users (CNCU) was
confirmed, with reference both to the supervision
activity and to the new regulatiorsso introduced at
Community level, in pdicular those referred to in
Regulation 2120/2015 (the walled Telecom Single
Market Regulation- TSM) on European roamingand
net neutrality

A special meetingwhere the operators were
invited, was dedicated tdhe identification ofthe
contribution of the electronic communications sector
with respect to the earthquakecurredin central Italy,
consisting, as already mentionéxthin urgent actions
to suspend paymentsr usersstricken by the event
andin solidarityinitiativesfor the populatios.

Moreover, the elations with the NationaUser
Council NUC) have also been intensified, with which
the results of the works ofthe BEREC (Body of
European Regulators for Electronic Communication)
have been shared with regard to the protection ouser
a matteron which the NUCwas very activen the last
year.

Finally, a contribution was made to the launmh
the Guarantee Body for the joint negotiations in the
electronic and postal sectiorMarch 2017

1.6 The new regulatory generation: digital
services and radio spectrum

The regulatory activity entailsa careful phase of
study and analysis of technological and market trends,
in particular wheroperatingon such innovative areas
as thosevherethe Authorityis involved

The most recent #depth studies have led to
research and knowledge surveys that
involved, among others, online platforms, Internet
services, new ultdhroadband communication
networks, and Machin®-Machine services. (M2M).

analysis,

Delving into these issues has sometimes wadd to
highlight the limits of the current regulatory system,
pushingthe Authority toreflect on what should be the
"new generation regulationhamelyable to stimulate
competition in the markets and the infrastructural
investments of the operators. Dhgi the reference
period, significant supervisory activitiesere started
and focusedon the right implementation of the EU
2015/2020 Regulation on roaming and net neutrality,
which have led to the adoption of important measures,
including some warningsgainst mobile operators.
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The Authority has also concluded, and published on
onling the mapping of allnternetaccessetworks to
spreadthroughout the country, providing an important
and useful tool for users, operators and the political
decisionmaker on the real development of networks
and Internet access services. The data,deisiled
below, are provided in open format under @reative
commondicense.

Finally, the Authority initiated a joinsurveywith
the Authority for the protection of persdndata and
with the Competition and Market Authorittg identify
any critical competition issuesonnected to big data
and the definition of a framework of rules able to
promote and protect competition in the digital economy
markets.

Mapping of public ard private Internet access
networks

The 'Destinazione Italia decre€® gave the
Authority the task of setting up a database of all
Internet a&cess networks existing on the Italian
territory. The databas@sa map of available Internet
access networks, priges a useful tool for developing
innovative solutions tofill the digital gap in the
broadband and ultraroadband.

After a first phasaimed at identifyinghe system
specifications, the Authority launched a public
consultationintended forall the opeators in the sector
in order to identify the common technidalaturesfor
data collection. The results of the public consultation
were published in Januar2016 with resolution no.
7/16/CONS on Launching the database of all access
networks to both puldliand private properties in Italy

From a functional perspective, the implementation
was carried out by devising a pilot project

with the main telecommunications operators (Fastweb,
Wind, Telecom Italia Retelit, Lepida, Metraveb,
Linkem, Vodafone, BT Italiz with whom exchange
formats, measurement metrics, acquisition methods,
provision and updating of information, and techniques
for managing inbound and outbound flows have been
defined and tested. The technical specifications
identified with the pilot project were published in
December 201%.

The technical solution identified by the Authority
includes, among others the implementation of a
cartographic portal that can laecessedrom a PC or
smartphone. The information, which can &ecessed
very easily thanks to the use of graphic mapping
technology, may be used: by individual users, who
are nterested in knowing what infsgucture of
Internet access is connected to their hgmg by
operators, to define their investment plaiiy by the
Government, institutions and local authorities, in order
to identify any measures fill the digitalgap

In particular, the system, ensuring the confidential
management of theo-called sensitive informatiorgan
be accessed to analysthe coverage of copper
networks fiber optic networks, wireless technology and
2G, 3G and 4QGnobile networks. Adfar asthe Internet
access servicas concerned the mapping of the
Authority provides an indication of the connection
speeds allowed by the copgeasedfixed networkg’
and of the databoutthe number of national, regional
and provincial Internet subscriptions. Particular
attentionwaspaid to the design of the interface, which,
thanks to the amption of webGIS technology,is
expected tofacilitate communication even fomén
experts. The data arepenlyprovided on the under the
Creative commonbcense. An app for mobile devices
will also be available on the portal.

35 Article 6, paragraph-bis, of the Decree Law of 23 December 2018,1#5, "Destinazione lItalig, converted with amendmertty the

law no. 9 of 2014.
36 Directorial resolutiomo. 1/16/DSD.

37 The speed isalculatedoy a simulator based on a theoretical probabilistic model in which the real lengthsofgleeoper netwok

connections is analgsl.
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Radio spectrum management and use of frequency
bands for wireless broadband services

With reference to the management of the radio
spectrum for electronic communications systems, and
in general the use of frequencies for ingless
broadband services, the Authority's activities continued
in order to achievean efficient allocation of scarce
resourcest European and nationtvel in the field of
spectrum managemenin this regard the work was
also carried out with the aimf favoring, inthe long
run, future developmenten the use of the spectrum,
the adoption of new approaches for a more efficient use
of frequencies and the development of wireless and
mobile systems towards the fifth generation (5G). To
this end, newusesand various forms of pectrum
sharing were also anabd, aimed at promoting the
efficient use of frequencies, technological innovation
and competition.

Specifically, in line with the planned strategic
objective of promoting shared use of the spectrina, t
Authority carried out a public consultatiostartedwith
resolution no. 121B/CONS, regarding the shared
access to the spectrum in "Licensed Shared Access"
(LSA) mode for terrestrial systems of electronic
communication, being the first European retpiao
launcha systemic check on the LSA sharing. Tiiss
done in order to analgsand evaluate the use of
spectrum sharing as a spectrum management tool, not
necessarily limited to a particular frequency band, but
as a general methodologicalpmpach. he results of
the public consultation, reported in a summary
document published on the website of the Authority,
have shown that the LSA approach, albeit with
different specifications by the various parties involved
in the consultation, was considered aleran
interesting opportunity for market development and a
useful tool for faster deployment dflobile Fixed
Communications NetwoiMFCN) systems.

In particular, LSAtype correlation mechanisms
have been considered potentially interesting when
aimed atthe use of spectrum portions that can not be
released in short time from other uses to be assigned on
an exclusive basis, or in general not releasable by the
current

incumbents especially inthe eventof poor use of the
spectrum and the static natwkexisting applications,
as in some cases of governmeivtalmbents

By resolution no. 557/16/CONS, the Authority
launched asurvey onthe developmentgryspectivesof
wireless and mobile systems towards the fifth
generation (5G) and the use of new $peuo portions
above 6 GHz The survey is aithat analygg: a) the
various frequency bands at intetional level
potentially suitablefor 5G networks, with a focus on
bands above 6 GH) technological developments
the use of spectrum related to thevelopment of 5G
networks {ncluding small cells, network densification,
backhauling, massivelIMO); c) aspectgegardingthe
spectrum allocation modalities related to the
development of 5G networks (for examplieensing,
coverage, spectrum sharipgl) aspectsegardingthe
spectrum used in the Internet of Things (I0&);the
evolution of 5G network architectures tensure
scalability and agility in the management and creation
of servicesf) aspects related to the development of the
main 5G wireless ggications and the degree of
interest of companies in varioss-called vertical The
topics of the Surveyentail various innovative and
forward-looking elements about the future development
of 5G networks that are likely to affect different aspects
of spestrum regulationThe informationcollectedcan
be extremely useful to support the national and
community pathtoward theidentification ofnew bands
for the 5G network and the regulatory aspects
necessary for the allocation and usdah@se bandsas
well as to monitor the constant efficient use of the
bands alreadgllocated within the Authority's powers.

During the reference period of this Report, the
market for the supply of services provided by mobile
operators was characterised by the concentratimn
M/7758 between H3G and Wind to which the entry of a
(liad) is linked, pursuant to the
the the
Commission, adopted on 1 September 2016, which

new operator

provisions  of decision of European
approved the aforementioned concentration. As for the
provisions of the aforementioned Community decision,
the request for the opinion of the MISE was then

examined
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by the Authority, pursuant to article tdr, paragraphs

5 and 6 of Legislative Decree no. 259/2003, on the
transfer of rights to use the frequenclesdonging to
H3G and Wind that would flow into the merging entity
(so-called "internal" trading) or thalccording to the
approved commitmentsvould be transferred to the
new entity lliad (secalled "external" trading).This
activity provided as requird by the Codefor the
acquisition of the opinioby the AGCM. At the end of
the procedure, the Authoyitadopted Resolution no.
430/16/CONS, subsequently submittedhe MISE,on

the positive opinion including the assessments on the
obligations to be assiated with the transfer of
frequencies (criteria for contributions, coveragestal
code etc.) and evaluationwovidedby the AGCM.

As known, the law no. 232/16 of 11 December 2016
("State Budget for the 2017 financial yeand the
multi-year budgetfor the threeyear period 2017
2019"),
provisions concerning use of 900 and 1800 MHz band

in paragraphs 56875, introduced new
frequencies. In particular, paragraph 569 states that
"holders of rights to use the frequencies in the 900 and
1800 MHz band expng on 30 June 2018 may request
authorization to change technology on the entire band
assigned starting from 1 July 2017 and at the same
time the extension to the new technical conditions as at
2029 the
aforementioned rigis of use, upon submission of a

31 December for the duration of

single application pursuant to Article

25, paragraph 6, of the electronic communications
code, referred to in the legislative decree 1 August
2003, no. 259, to be submitted by 15 February 2017,
accompanied by detailed financial technical planin
light of this provision, the Authority was called to
express opinions to the Ministry regarding the
assessment of the requests submitted by the parties

holding the rights of use in question.

Finally, after a period of public consltation,
resolution no. 380/1&0ONS approvingthe Regulation
for the allocation of some satellitmsed channels
available ontranspondersconveyed by Eutelsatvas
adopted The Regulationa unique one ai$ prepares a
public competitionfor access this type of resources for
broadcasting or television contribution services, is a
prelude to the publication of the related call for tenders,
whose works arbeing preparetly the MISE.

In terms of management of the radio spectrum at the
Commuity level, the Authority continued to
participate, together with the MISE within their
competencesn the two main bodies of thEuropean
Union, namely the RSQRadio Spectrum Committ&e
and the RBG,Radio Spectrum Policy Groéh

Particularly importat for Italy, as a form of
community assistance for countries

38 The RSC, established by decision no. 676/2002/EC of the European Parliament and of the Council of 7 March 2002, pursues the
objective of fostering the harmonisation of radio spectrum manegeand use in the European Union, providing for the definition and
adoption of the relevant technical implementation measiitesmain issues dealt with by the RSC Committee during the period of this
Report concerned: a) updating of the technical reiguis for the use of mobile radio terminals on board aircraft (MCA systems, Mobile
Communications on Aircrafts) in ordé simplify their operationsdgcision (EU) 2016/2317); b) updating of technical standards for the
use of mobile radio terminals on bidaships (MCV systems, Mobile Canmunications on Vessels) with the introduction of new
technologies and new frequgndands (Decision (EU) 2017/191c) implementation of the activitiefor the adoption of the
harmonistion measures for electronic commutiicas systems in the 2.3 GHz band, including the presentation of test pilots carried out
in some EU countries including Italy, astudies oncoexistence witlthe adjacent WiFi band; d) adoption of harmedigechnical
standards for the use of the 700 Mbnd by electronic communications systems (Decision (EU) 2016/&B8@pntinuation of work for

the introduction of the camera service in the29 GHz band and for the shared use of the band; f) adoption of a mandate to the CEPT
for the development ofthnical spectrum harmonisation conditions for the new 5G generation systems; g) start of work and studies for
the sixth update of the framework for the use of the spectrum for unlicensed SRD (Short Range Device) systems; h) adGfih of
mandate fothe harmoniation of additional portions of the 1.5 GHz L band for the development of a new 5G generation systems; i) start
of work on the revision of the regulatory framework for the use of the spectrum by UWB (Ultra Wide Band) systems.

39 The RSPG estdibhed by Commission Decision no. 2002/622/EC, as amended by Decision No 2009/978/EC, adopt opinions and
technical reports in order to assist and provide strategic advice to the Commission, and possibly to
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showing problems of frequency coordination itiv
neighboring countriesis the establishmenbf the so-
calledgood office set up by the RSPG in thrbcess

of EU Assistance in bilateral negotiations with third
countries and between EU counttie$he good offices
provide assistance to the memberuotries within a
working group coordinated by an expert from a third
country, whichendswith a technical opiniosubmitted

by the RSPG to the European Commission in order to
facilitate theresolution of problemsThis mechanism
was first launched inltaly, due to theproblems of
coordination in the television bands with Malta, and
was then extended to Italy's problems also with France,
Slovenia and Croatia. Other countries involved in
negotiations with Italy, such as Switzerland, took part
in the work. Duing the period covered by this Report,
numerous meetings were held under the guidance of
France and the numerous initiatives undertaken by the
Italian administration were completed. In February
2017, the completion of th&hutdown of the interfering
television transmitters was announced by Italy along
with the positive conclusion of the long dispuiéhe
groupfiled the themeof Italian television interference
with the final report, and was in charge of continuing
the activity on thehemeof FM radio inteference and,

by extending its competences to coordination issues, on
the theme of migration of TV channels from the 700
MHz band and the related coordination of national
roadmaps.

Supervision of the implementation of the EU
2015/2120 Regulation on netark neutrality

Following the adoption of the BEREC Guidelines
on net neutrality, on 30 August 2016, the Authority
launched supervisory activities to ensure the correct
application of theEU Regulation 2015/202®n the
Italian market that grants the National Regulatory
Authorities (NRAs) a fundamental role in safeguarding
the floperd nature of the Internet and in promoting the
availability of access services to ndiscriminatory
conditions and quality levels reflecting progress in
technology

At the same itne, the Authority ensured active
participation also to the BEREC working groups in
order to contribute to the coherent application of the
European rules on network neutrality, in the spirit of
full cooperation with the other member countries.

The monitomg andthe supervision carried out by
the Authority focused ondifferent aspects, with
particular reference td) commercial and negotiation
practices, including the socalled ‘zerorating"
practice&; ii) freedom of use of terminal equipment by
end uses; iii) traffic management measuresy)
provision of "specialisd services",v) assessment of
transparency measures in contracts for the provision of
Internet access to users.

other European institutions (Parliament and Council), on smiotrum policy issues and on European coordination of the implementing
measuresWith regard to the RSPG Group, the period covered by this report was pditiputditable asa number of important opinions
have been adopted) "Spectrum related aspectsr nextgeneration wireless systems (3GWhich represents a fundamental step in
achieving the objectives of the Commission's Action Plan 5G as it identifiesothalled pioneering bands for an accelerated
development of the new 5G generation of melsystemsb) "Spectrum Aspects of the Interaé{Things (I0T) including M2M which

analysedhe state of development of the Internet of Things sector and the impacts that the expected development deriving from the 5G

will have on spectrum managemea} "Spectrum Aspects of Intelligent Transport Systewisich directs the next activities in the field
of great development of the automotive & transport, including the developmargstedvith the 5G;d) "Interim Opinion on Common

Policy Objectives for W& 19", which anticipates the analysis of the points on the agenda for the next World Radio Conference 2019

highlighting the aspects likely to be included in a common European peljcySpectrum issues in the proposal for a European
Parliament and of th&ouncil establising the European Electronic Conunications Framework which providesa commonposition
on spectrum management on the proposal of the Commission for the revision of the regulatory framework, suppornevor the

discussions in the Europe@ouncil and Parliament.

40"Zerorating" practicesshall mearoffers that do notountthe data traffic generated by (or towards) particular services or applications
(so-called "zererated") for the purpose of achieving the consumption thresholds ioffgrs that provide for a consumption threshold

("data cap).
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With the
Authority, as already mentioned in paragraph 1.5, has
started, from September 2016, the supervisory activities
and has sent specific questiames to the main
operators of the fixed and mobile network aimed at
collecting elementsuseful to evaluate thecompliance
of the offers with the EU Regulation. All the operators

reference to the zemating offers,

involved responded to the request for information and
an indepth and contimus interaction with the market
operatorgroviding zerorating offers omlanningto do

so was conducted. The start of the supervifiprthe
Authority has had a positive effect on the market,
leading the operators to withdraw adjustsome offers
clashing withthe EU Regulation.

By adopting resolution no. 123/JDNS, the
Authority adopted the first provision concerning net
neutrality, aimed asecuringthe right of users to an
Internet without arbitrary restrictions. With the
aforementioned resolutiorthe Authority clarified in
detail the reference framework for the zeating
offers, reiterating that the latter can be marketed on
condition that, upon reaching the general traffic limit
set by the offer, the same treatment for all types of
traffic will be ensured

Together with the activity described above, the
Authority startedinvestigatng into possible restrictions
on the freedom to use terminal equipment connected to
the impositionby electronic communication services
providers, including serviceoroviders to access the
Internet,to usetheir own equipment.

The Authority will pepare and send to the
European Commission arid the BEREC, by the end
of June 2017, a report with the description of the
activities carried out and an indication of theain
results reached until April 2017.

Supervisionin the field ofinternational roaming

With regard to mobile communications, the
Authority is in chargeof ensuring the enforcement of
the EU Regulation 2012/531so-called "Roaming
regulation”, and othe amendmenténtroduced by the
TSM Regulation. The TSM Regulation introduced the
principle ofthe secalled"RoamLike-At-Home', which
provides for the applicationfdhe national tariff for
voice/SMSdata traffic generated in any of the member
countries of the European Union starting from 15 June
2017. To this end, the TSM Regulation provides for the
updating of all national tariffs to allow their extension,
on equal terms applied to the user, to foreign countries.
This Regulation also provides for amsitional period
(from 30 April 2016 to 14 June 2017), during which
roaming providers are granted thepoptunity to apply
a surchargeto the current national prices for the
provision ofregulatedretail roaming services. During
the transibnal period, he price applied for roaming
offers can not be higher than the regulated price
thresholds fgrice cap for the whaesalemarket, shown
in Table 1.6.1.

The TSM Regulation also allows the possible
application of alternative tariffs in which the limits do
not the shown in the table.

follow rules

Tab 1.6.17 Conditions applied to roaming offers during the transitional period

National tariff +maximum surcharge of 5 eurocenith (VAT not included)

Outgoing calls

NB: the final roamingdariff must not exceed9 eurocenthin (VAT excluded)

Incoming calls

Maximum pricel.14eurocenthin (VAT not included)

National tariff +maximum surcharge of @urocent/min (VAT not included)

Outgoing SMS

NB: the final roaming tariff must not exceed 6 eurocent/min (\&@luded)

National tariff + maximum surcharge of 5 eurochbt®/ (VAT not included)

Data traffic

NB: the final roaming tariff must not exceed 19 euroeebtVAT excluded)
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In this case, the roaming customer must explicitly opt
for an alternative t#df and must be informed by the
operator on the existence of the regulated roaming
tariffs and on theelated benefits

The enforcement and supervision activities carried
out by the Authority were aimed at verifying the
correct application of the provisis regarding:i)
Eurotariff (until 30 April 2016);ii) RoamLike-At-
Home(from 30 April 2016);iii) tariff transparencyiv)
roaming agreements.

The supervisioron regulated prices was carried out
by the Auhority in collaboration with BREC, through
the regular monitoring of the evolution of roaming
prices, for the provision of voice calbMS mesages
and data transmission servi¢essustomers.

The surveys shwed that the valueof the prices
applied to users, in Italy, are in line with those applied
in the main European countries. The monitoring
activity also revealed an increasing competitive
dynamicalong witha significant innovation in raming
tariffs, in which the presence of voice/SMS/data
bundles, typicallydaily or weekly favors the use of
smartphones, safeguarding and protecting the user from
thebill-shockrisk.

Machine-to-Machine services(M2M)

The Authority hasbeen collaboratingwith the
Authority for Electricity, Gas and the WatéAEEGSI)
for a long timeon subjects of mutual interest, with
particular reference to Machisie-Machine (M2M)
communications . The AEEGSI has in fact contributed
to the M2M survey eded with resolution no.
201/15C0NS and is a member, together with other
interested parties (public and private), of the board of
the Standing Committee on M2M services.

The Authority contributed to the public consultation
on the definition of the functional specifications of the
secondgeneration smart meters of low voltage
electricity (second generation smart metering), started

by the AEEGSIby provision . 416/2015/RZEL.
This consultation ended in Marcl®26 with resolution

no. 87/2016/REEL, which defined the functional
specifications enabling the intelligent low voltage
meters and the performance of the related second
generation smart metering systems (2G or 2.0) in the
electridgty sector, in view of the replacement of the
first-generation raters

Consideringhe impotance of the connection to the
smart meter network, the Authority has set up a
Working Group to analyg data communication
technologies in smart metering systems. The WG has
carried out an iepth analysis of the technological
alternatives available forhe¢ connection of smart
metering systems, evaluating thaipompetitive and
regulatoryaspects, in order to provide useful elements
for the definition of tke regulatory strategies of the
Authority.

The WG carried out its analysifitst by acquiring
information, guidelines and documentation from a wide
range of parties involved in the hearing, such as:
operators of public electronic
networks, the main manufacturing companiasthe
electronic communications sectaperatorsmanaging
towers ad transmissionbroadcasting systemsnd
mobile communicationssf-called Tower Companigs
as well as some of the stakeholders representing the
utility market. During the activities, the WG then
shared opinions WitAEEGSI offices.

communications

In light of the diverdy of the parties and the
various following interests involved, the Wéecided
to consider, in its own opinion, the communication
aspects related to the smart meters of all the utility
sectors- electricity, gas, water for which dandards
and remote readg andbr remote access systermad
been developed.

On the basis of the information and reflections
emerged in the contributions and during the hearings,
the WG drafted a final report, containing®esults of
the activities of the Working Group for theadysis of
data communication technologies in

41 During 2016, monitoring campaign®.16 and 17 were carried out.
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smart metering systefispublished on the website of
the Authority on31 March2017.

First of all, the report analgs the various
technologies on the market and in particulay:wired
systems, using PLC technologyb) wireless
technologies EGSSM, LTEM and NBIoT, based on
frequenciesdesigned forexclusive use (licensedk)
wireless systems based on duencies for collective
use (uticensed) with particular reference to WMBuUS,
LoRa and SigFox.

Resolution no. 308/16/CONS
Communications
concerning the information to bgrovided by audio
visual media service providers and network operators.
On 31 October 2016, Law no. 198 of 26 October 2016
| ayi n gPravisiamson the creation of the fund for
pluralism and innovation of the information sector, on

amending the

delegation of powersto the government for the
redefinition of public support measures for the
publishing and local radio and television broadcasting

Operators

The analysis focused on the characteristics of the
data connection technologies between the smart meter
and theoperator/user sité highlighting the strengths
and weaknesses of each of theonf time to time, in a
future-proof perspective.

rul es on
the organization
responsibilities of the &tional Council of the Order of
Journalists. Provisions concerning the procedure for
radio, television and multimedia public service
ch deter mi ned t h
the public support measures for the publishing and local

radio and teJews broadcastm sectors and amended
Operator B tg

t he Aut orty verlflcatlon
art. 5 of Presidential Decree no. 223/2010, was
published in the Official Gazette of the Italian
Republic. As a result of this, it was necessary to
modify the Reglations concerning the organization

sector s, of
redefinition of

journal

well as and

concessiorns , wh i

and
ons

activities
catii

1.7 Inspection
Communi

The Communications Operators' Register (COR)

In the period of reference, the gradual implementation
of the IT system for the managemef the Register of
radio and television broadcasting frequencies has been
completed, with the aim of monitoring radio operators

and management of the COR with Resolution no.
492/16 /CONS, setting the deadline for the

that broadcast in analogic technique, in accordance transmission of the annual online communication to 31

with Resolutions no. 235/16/CONS and 236/16/CONS.
This innovation provide an online database of all
national terrestrial frequencies broadcasting
infrastructures and represents a useful tool to support
the Authority's Offices in activities linked to the
complex problems of international frequency
coordination, in analyses cosrted with the launch of
digital radio, as well as in any future planning activities
for the band.

In order to improve the tools used by the Authority
in verifying compliance with the antioncentration
limits on the number of authorisations for the supgfly
national and local television programmes, as per art. 23
of Annex A, Resolution no. 353/11/CONS, the
Authority has adopted

January each year for all the publishing companies
applying for grants, pursunt to art. 3, paragraph 3, of
law no. 250/1990. The certifications pursuant to the
above Presidential Decree shall be issued not later than
the end of May.

In the reference period, after the publication of law
no. 232 of 11 December 2016 on ti&tdte Bidget for
the 2017 financial year and the meygar budget for
the threeyear period 20172019 which modified,
among other things, art. no. 24 bis of Law Decree no.
83 of 22 June 2012, converted into a law, after
amendment, by law no. 134 of 7 August 20the
obligation to register with the COR for all the
economic operators involved in call center activities on
national phonewumbers as well as for third parties
entrusted with call center services was introduced. To

comply with the new
P
42 Regardlessfonvhether the communication devieef any technology can be wired inside the metenibeddedor housed externally
by PLC extension or connected to the meter itself through a connector (physical port).

67



regulatory provisions, Resolution no. 1/17/8® has
been approved, which introduced the new forms with
which  national telephone numbers must be
communicated to the Registry.was also necessary to
implement the automated information system of the
COR in order to enable economic operators carrying

out call centre activities to register.

Ordinary Management Activities

During the period of reference, the COR automated
information system handled around 18,000 requests
(registrations, annual communications, amendments,
certifications, cancellations te). The number of
operators applying for registration shows a strong
increase with respect to the previous year, rising from
about 900 applications to around 2,300. This increase is
mainly due to the introduction of the obligation to
register with the C@& for all subjects providing call

in 2016, more than 3,500
operators who had not sent their annual electronic

communication for more than three consecutive years

center services. Also

were cancelled from the register.

Production or diffusion

Radio and/or television

broadeasting: 3.15%

of radiotelvision programmes: 4,34%

Network operators:
0,89%
Providers of linear
and,aon-linear
media or radio
services: 1,06%

Content provider:
1,11%

Publishing sector:
8,42%

Online Publishing:
4,92%

Advertising agency:
1,73%

National agency:
0,04%

During the year, about 5.800 annuaports and 8,000
requests for changes were transmitted by the operators
(of which 1,711 were sent directly by the registered
subjects and about 6,200 acquired automatically from
the Register of Companies through the application
cooperation processes); th#hows a good level of
updating of the COR data. In particular, it is needed to
highlight the increase in the number of annual reports
transmitted, mainly due to supervisory and awareness
raising activities carried out by the Authority and by
the delegatedCo.re.com. Furthermore, 50 certification
requests were sent and all of them have been finalized.

Controls relating to publishing activities on

companies applying for grants

In the reference period, as part of the COR
management activities, the certdtons provided for
by art. 5 of Presidential Decree no. 223 of 25
November 2010 were transmitted to the Presidency of
the Council of Ministers Department for Information
and Publishing (DIE) for the examination of the status
in the COR of the

Electronic Communications
Service: 9.44%

Call center operators:
64,91%

Figure 1.7.1- Type of activity notified to the COR by the operators who applied for registration
(May 2016April 2017)
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companies applying for contributions as pursuant to
law no. 250 of 7 August 199Gand for contributions
allocated to the ltalian press abroad pursuant to art. 1
bis of Law Decree no. 63 of 18 May 2012, converted
into law, after amendment, by law no. 103 of 16 July
2012 and to Presidential Decree no. 138 of 11 August
2014.

The positims of all the 246 registered companies
applying for grants have been verified, in accordance
with the provisions set by the Department for
Information and Publishing (DIE).

Following this supervisory activity, eight sanctioning
procedures were initiatedix of which for failure to
transmit the annual electronic report or for late
transmission and two for failure to transmit the
variation communication and the annual elecic
communication to the COR.

A report as per art. 24 of law no. 689 of 24 Novemb
1981 was transmitted to the Public Prosecutor's Office
of the competent court, following the identification of
an "objective connection" between the administrative
offence and the crime relating to the sanctioning
procedure no. 7/16 / SIR of 16 March 180 for
violations of the provisions of law no. 416 of 1981,
aimed at ensuring the transparency of property and the
related regulatory provisions
communication obligations to the COR.

concerning

The National  Register of Broadcasting
Infrastructures
The COR Special Section for broadcasting

infrastructures has for years been the main point of
reference for numerous technical and administrative
activities, including those related to radio spectrum
planning and international frequency coordination and,
in paricular, those related to the transition from
analogue to digital terrestrial television and the ongoing
freeingup of the 700 MHz band, which, as is well
known, shall no longer be used for radébevision
broadcasting mobile services and will be deditate
mobile services only, starting from 2020/2022. The
Register provides updated data relating to all digital
television and sound broadcasting plants operating on
the national territory.

Furthermore, since January 2017, the data on analogue
radio broadcsting systems operating over the FM band
(87.5108 MHz) are also available. In fact, during
2016, all the functions necessary to allow the inclusion
of analogue sound broadcasting systems

operating in the FM band within the special section of
the Registewere implementedThe first collection of
technical data from the said systems was completed, as
scheduled, on 15 December 2016. With this operation,
the Authority holds an electronic database containing
information on all the main types of infrastructsifer
broadcasting on terrestrial frequencies operating
throughout national territory.

On 31 March 2017, the Register contained 37,264
active systems, of which 20,519 were of the digital
television type, 196 were of the digital radio type
(DAB) and 16,549vere of the analogue FM broadcast
type. Due to the inclusion in the Register of FM
broadcasting systems, there has been a considerable
increase in the volume of activities compared to the
previous year. During the period in question, in fact,
about 6,944 ecesses were registered with the National
Service Card (CNS), during which approximately
11,600 communications were received and
automatically validated, all of which were completely
dematerialised. Through these communications, more
than 23,000 changes tthe systems were made,
including new registrations, technical/administrative
changes, sales, takeovers or terminations.

Inspections

The inspection and monitoring activities carried out by
the Authority are regulated by Resolution no.
220/08/CONS, then niegrated by Resolution no.
710/13/CONS, concerning the postal services sector.
Based on the above provisions, the inspections, during
the reference period, were aimed at verifying

- the correct application of the regulations ruling the
sectorby the opeators of electronic
communications services (telephony and data);

- the correct and full exercise of the radio and
television broadcasting rights relating to the main
sport events, as well as of the procedures for
accessing sport facilities by the commutima
operators;

- compliance with the rules governing the supply of
services in the postal sector;
the implementation, by radilevision operators,
of the rules governing the payment of the TV
licence fee.

69



With correct  paymentof

theanrual feefor the use of the television broadcasting

regard to the

network by national and local operators of the radio
broadcasting service, verifications are carried out,
where needed, with the support of the Special Unit for
the radio broadcasting and publishing of fieancial
Policei Guardia di Finanza (see also Chapter 1V) and
on the basis of a series of-d@gepth analyses on the
reports sent by the operators in 2016 arf@ll7?
referring to the 2016 fee.

In addition to the inclusion of analogue radio
broadcasting stems operating over the FM band
(87.5108 MHz) within the special section of the COR,
Resolution no. 235/16/CONS, approved on 31 May
2016, has defined new methods for sending to the
Authority the statement concerning the payment of the
concession fee byadio broadcasters, as provided for
by art. 4, paragraph 1, of the decree of 23 October 2000
of the Ministry of the Treasury, the Budget
andEconomic Planning. The information system
created for this purpose, whose back office section is
currently being comleted, has made it possible to
acquire about 600 online statements and to contact the
subjects that failed to submit it, using the list of
operators who have entered their systems into the
Register of frequencies.

As for controls on the electronic comnications
services, the inspection activities often carried out with
the help of the Postal Police Section of the Authority
and the Special Unit for the Broadcasting and
Publishing of the Fiancial Polide Guardia di Finanza,
concerned several operatora. particular, monitoring
and verification activities were carried out on telephone
operators, both through office work and at their
premises, in accordance with the regulations on
relations with users. A further inspection activity was
carried out to acque information useful to verify
whether telephone services and data connectivity offers
can be replicated.

With regard to the postal sector, the inspection
activities, carried out with the help of the Special Unit
for the Broadcasting and Publishing of tReancial
Policei Guardia di Finanza, were aimed at verifying
the correct application of the sector regulations. In
particular, the activities were oriented both to the
verification of compliance with the rules set by the
Authority for the protection otonsumers, and to the
verification of fulfilment of the requirements and
qualifications needed to operate in the postal sector.

As regards the verification of compliance with the
legislation on sports audigsual rights, the related
activities concerret eight events of the "Serie A Tim",
"Serie B" and "Tim Cup" football tournaments. In
particular, the inspections concerned the verification of
any violations committed by the organizing companies
or by the organizers of the competitions (such as, for
exanple, denials of access to spaces suitable for the
exercise of the right to report to communication
operators), or the verification on any improper use, by
the same operators of communication, of the live
streaming features, allowing the filming and
transmssion of events on the main social networking
platforms.

In terms of verification of the regular payment of the
administrative sanctions imposed by the Authority on
the part of the subjects operating in the
communications sector, a total of 123 proceedingse
handled and, for cases of failure of voluntary
compliance, 105 proceedings were initiated to register
and report such cases to Equitalia S.p.A., in order to
recover the amounts not collecte@ihe sum collected
for administrative sanctions amountedgor 1,394,982
over a total amount of Eur 2,328,230 collected for
administrative penalties.

Supervision of
bodi
advertising and communication expenditure (art. 41
of the "Audio-visual Media and Radio Services
Consolidation Act- TUSMAR)

publ ic

eso reporting

With regard to the supervision of notification
obligations relating to advertising expenditure of public
administrations and public bodies pursuant to art. 41,
paragraph 1, of Legislative Decrgg July 2005, n. 177
(TUSMAR), by approving Resolution no. 4/16 /
CONS, the Authority has clarified some aspects of the
supervisory system, pointing out that, through the new
data collection system, only the administrations that
have actually allocated ssnto the purchase of spaces
for institutional advertising on mass media shall
forward their statements. The completed forms shall be
transmitted, in electronic form, by accessing the
Authority's web page, from 1 to 30 September each
year. As a result of th monitoring activity on the
statements transmitted through the electronic model
"Enti Pubblici (Public Bodies)" as well as of the
preliminary investigation
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conducted on about fifty administrative offices, received, the Authority reported to the Government
sanctioning proceedings were initiated againg 1 some critical issues arising from the application of the

public administrations and bodies for the alleged related legislation, which have been identified during
violation of the quotas as per art. 41, paragraph 1, of verification activities as well as during hearings held

the TUSMAR. These proceedings are still ongoing. wi th public administrationos
Together with the analysis of the communications
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CHAPTER Il

The economic and competitive environment

structure and prospects of regulated markets
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Introduction

In 2016, the Gross Domestic Product (GDP) at market
prices continued the growth alrgadecorded the
previous year; at the end of the year, GDP stood at
1,673,291 milliond, up by 1.8%
Table 2.1). Household spending also grew, albeit at
slightly lower rates (+ 1.3%). Finally, investments still
show a good increase (+ 2.0%), although slowing down
compared to 2015. Overall, therefore, the main
indicators of the Italian macroeconomic situation
continue to grow, in continuity with what was found in
2015.

Table 2.171 Italian economic
situation( ml +ncurkent pricep

0, 0,
2015 2016 oI ovamorc
GDP 1.644.421 1.673.21 1,3 18
Household
spending 1.001.16¢ 1.013.95: 1,5 1,3
Investments 128.142 130.64¢ 2,5 2,0

Source Istat, Conti economici trimestralilV trimester2016
In this context, the economic resourceshaf communi

Cations sector which includes telecommunicatigns
media and postal serviceamount to a totadf

approximately 53.6 billion Euros, on the rige5%)
compared to 2015 (see Table 22 Figure 2.1 shows

that the most significant contribution stibmesfrom
the telecommunications sector, which represgfts of
the entire sector (about 31.9 billion Eurds)jowed by
the medigtelevision, radio, publishing and Internet),
accounting for a total of 28% (cosgonding to about
14.7 billion Euros) and, finally, postal services,

representing 13% ( around 7 billion Euros) of the total.

In the telecommunications and media sectiois,
possible to notice, for the first year, a trend reversal
characterized by an increase (respectively of 0.2%
and 3.9%) of total revenues (see Table 2.2).

With regard to postal servicestal revenues

continue to growth, like already recorded in 2015
(+ 2.6%).

6.971min €

114.725 mlr€ 8¢
compared to

2015 ( s

31.860 mir €

[ L [ . .
Telecomunications Media Postal service

Figure 2.1- Communications sector reveny2616)

Table 2.2 also shows the contribution of each
economic segment to the total revenues of the sector; as
for the telecommunications sector, while revenues from
landiines keep on decreasing, revenues from the mobile
network show a significant increase (+ 2.4%). As for
the media sector, the radio and television component
grew by 6.5%, while the

Tabella 2.2- Breakdown of revenues of the

communications sector (
Chan. %
2015 201€ 2015/201
Telecomunications 31.808 31.86( 0,2
Fixed retwork  16.069 15.74¢ 12,C
Mobile network 15.739 16.11¢ 2,4
Media 14.176 14.72¢ 3,€
Television Radio 8.449  8.99¢ 6,5
Free access T 4.536 4.97¢ 9,8
Pay-Tv 3.294 3.38] 2,€
Radio 619 63¢ 3,2
Publishing 4.067 3.82- 16,C
Daily newspaper: 1.971 1.841 16,€
Periodicals 2.096 1.98C i5k
Internet 1.660 1.90¢ 14,¢
Postal services 6.794 6.971 2,6
Universal service 1.729 151z 112,
Exclusive servic 329 35¢ 9,1
Other postal service 976  1.03¢ 6,5
Express Courie 3.760 4.061 8,C
TOTAL 52.778 53.55¢ 1,

4 Thefiguresreferring to 2016 & based on estimates made by the Authority.
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publishing sector continued to lose resource&do],
albeit at a lower rate than in the recent p&st. the
contrary, online services keep on growing (+14.8%),
with an even higher rate than the previous year.
Revenues related to postal services, on the other hand,
continue to show a significant reduction in the universal
service component-12.6%), offset, however, by the
growth in the activities of exclusive services and express
courier services (respectively,9.1% and + 8%).

As regards the impact of the communications sector, and
of the individual segments of which it is composed,
GDP is substantially unchanged over time (see Table
2.3). In particular, the communications sector accounts
for around 3.2% of GB, with telecommunications
accounting for 1.9%, media averaging 0,%ad postal
services for 0.4%.

Table 2.3- Impact on GDP of the
communications sector (%)

2015 2016
Telecomunications 1,9 19
Media 0,9 0,9
Televisionand Radio 0,5 05
Publishing 0,2 0,2
Internet 0,1 0,1
Postal services 0,4 0,4
TOTAL 3,2 3,2

Source corporate data andtat

The electronic communications sector under the
TUSMAR

The "Audiovisual Media and Radio Servicgs
Consolidation Act" (TUSMAR)provides a series of
tools to guarantee the freedom and pluralism of|the
means of communication. These include the
provisions of article 43, which, in paragraph 11jin
particular, identifies the limits to revenue share that
companies, even through subsidiartms affiliated
companies, may simultaneously hold in the
Integrated Communications System (SIC) and in|the
electronic communications sector.

In this regard, the TUSMAR explicitly refers {o
companies operating in the electromic
communications sectora$ deined in accordance
with article 18 of Law Decree no. 259

of 1 August 2003...] "(hereinafter, the Electroni

O

Communications Code). In particular, Article 18

provides that: The Authority, taking the utmopt

account of the Recommendations relating to
relevant markets of products and services of

the
the

electronic communications sector, hereinafter

referred to as" the recommendations
guidelines, defines the relevant markets

", and the

in

accordance with the principles of competition law

and on the basis dhe characteristics and structure

of the national market for electron
communication§ . . . ] 0

Although Article 43, paragraph 11, of the TUSMA
refers generically to the broad concept of "electrg
communications sector”, the reference to Article
of the Electronic Communications Code conng
the electronic communications sector to

procedure for defining the relevant markets
products and services pursuant to the Electr
Communications Code, according to which

relevant markets, suscepgbto ex ante regulation,

are defined by the Authority on the basis of
Recommendations and the Guidelines, and
principles of competition law, taking into accoy
the characteristics and structure of the electr
communications market. In particulg
Recommendations are subjected to a revi
process by which the European Commission, w
updating its own guidelines in the light

technological and market evolution, also redefi
the list of markets that are deemed to

immediately susceptible ot ex ante regulation.

However, as described above, the definition
national markets lies with national regulatd
authorities that, on the basis of the principles
competition and of the characteristics of the natig
market, may also identify diffené markets from
t hose identified by
Recommendations. The startingoint for the
definition of the electronic communications sect
as the basis for calculating the operators' shar
revenues, is therefore the markets identified by
Authority pursuant to Article 18 of the EC Treaty,
part of the procedures for analysing natio
markets, which took place over three regulat
cycles, the last of which ended in 2016.
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Taking into account the changes occurred over
and, therfore, the need to use homogensd
categories of services, the product markeesulting
from the analysis carried out for the purposes o
procedure pursuant to Resolution no. 178/17 / C
- are;

the markets for retail fixed network services
(telephame access services, data access ser
telephone traffic services, leased lines);

the markets for wholesale fixed network service
(access services, telephone traffic services and |
lines);

the markets for wholesale mobile servicegvoice
call ternmination services on individual mob
networks, access and call collection service
mobile public telephone networks, SMS termina
services on a single mobile network);

the market for radio and television broadcasting
services for the transmission ofcontent to eng

users ( sal e of services

operators to other operators on digital terrestrial T

With regard to the retail markets for mobile netw

services, it is considered thatlthough representing

a nonnegligible componenbf the total turnover (¢
the telecommunications secfiothese markets canf
be included in the electronic communications sg
as defined in Article 18 of the Electro
Communications Code, since their "characteriza
made through market analysissvnot carried out
assess the possible application to such markets
ex ante regulation, but rathdr for instruments
purposes to provide an in depth assessment of
regulatory structure of related wholesale markets

In 2015, the total amourdf resources of the ent
"electronic communications" sector, defined on
basis of the foregoing, was 15,361 million Euros.
In this context, the revenues earned by Telecom
in 2015 amounted to approximately 8,579 mil
Euros, corresponding t®5.9% of total revenu
coming from the electronic communications se
as defined in accordance with Article 18 of
Electronic Communications Code.
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Main trends of 2016

After ten years of contraction ofhe overal
resources, the sector started to grow again.
Househol ds and busi
telecommunication services in 2016 shows an ing
close to 1%, compared to a reduction of 1.8% rec
the previous year.

to decrease-7.6%), but the resources deriving f
data services grew (+ 5.6%).

decreased by 5% in 2016, after the growing trend
ast two years. Demand now starts to meet s
during 2016,ultrabroadbandaccesses almost douk
from 1,2 to 2,3 million). Thanks to the grac
ntroduction of mobile broadband, the consumptic
data through mobile devices increased (+46%).

trénc® duBinyg 216, AhR frafmeBvbriV I 'ds chan

previous years: a progressive reduction in Tel
talia's market share is accompanied by an incre
the shares of the main competitors.

Significant dynarism can be observed for Fi
Wireless access services (FWA) whose revenues
a growth of 23%, even though, in terms of qual
they still represent a niche phenomenon.

The competitive environment in the sector is
changing, although the effect, dixed networks,
Enel 6s entry into the
Open Fiber project and, on mobile networks, o
merger between Wind and H3G in WindTre
remains to be seen (lliad's entry into the mobile m

approval of this merger).

After ten years of constant reduction, in 2016,
overall
returned to increase.
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As stated before, in relation to the greater macro

economic vaables (GDP and household expenditure),

the resources of the telecommunication sector remained
unchanged in 2016 compared to the previous year,
while the number of investments decreased (Table
2.1.1).

Table 2.1.1 - Telecommunications Sector in Italian
Ecoromy (%)

2015 2016
Revenues (TLC Services/GDP) 1,9 1,9
Households
(TLC expenditure/Ovexll Expenditure) 2,6 2,6
Investments
(Investments in TLC/Total Investmen 6,0 5,3

The general trend in revenues in fireed and mobile
communications networks is strongly influenced by the
trend in the prices of services which, as can be seen
from the index shown in Figure 2.1, was
specifically constructed to adih a summery measure

of

prices oftelecommunication services, has been in sharp
decline in recent years, in contrast to the general price
index. With regard to 2016, it is possible to identify a
reduction in the telecommunications price index (
5.6%) compared to 2015 due, aboed, to the
reduction in the prices of mobile device8%) - which,

it should be noticed, was determined by the significant
improvement in the performance and the average
quality of devices both for fixed (1.6%) and mobile
network services-8.8%)s.

The gross profitability of the sector in 2016 (measured
by Ebitda), after a continuous progressive reduction
between 2010 and 2015, seems to have recovered: from
initial estimates made by the Authority for the 2016
accounting years of the main companiesspnt in the
markets, the growth of gross operating income in
relation to revenues can be estimated in the order of 4
percentage points

110 106.5 107.2 107.2 107.3 107.8
— Y B
105 B
100 97.0
95
90 87.1 86.6 87.8
85 829
80
dic 2012 dic 2013 dic 2014 dic 2015 dic 2016

w@= General Index

Figure 2.1.1- Price trend in telecommunications (2010=100)

44 Source: Analysis of ISTAT dat&he elecommunications price index was calculated by weighting the price indices for the following
categories of goods and servicd382010- fixed telephones and fax machiné®©82020- mobile telephones™083010- fixed telephone
services',"083020 mobildelephone servicés 830830 internet connection and other servitefr the corresponding annual weights
assigned to them within the basket of goods and services that make up the general price index.

45 For more details on price trends in the telecomications sector, and more generally on the Authoffiiglds of competencelease

visit the Authority's Communications Observatory at http://www.agcom.it/ observatecgmmunications.

46 The basic data refer to: BT Italy, Cloudltalia, Fastweb, Telettaiia, Tiscali, Vodafone, WindTre. It should be noted that since
January 2017 the new integrated operator WindTre has started up, born from the merger of Wind Telecomunicazioni (VimpetGom Gr
and H3G (CH Hutchison group). The data shown below therefefer to the new company (called WindTre or W3) and have been
obtained by combining, for the year 2016, the figures relating to the two operators.

47 For more details on this subject, please refer to "Corporate Balance Sheets Yea2§1HI11Main incane, balance sheet and

empl oyment in

/l www.agcom.it/focus.
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As for the workforce, in 2016, contrary to the constant
trend recordedin 2015, the number of employees
decreased by 2%, mainly due to the rationalization of

corporate processes implemented by the main
companies.

Trends in the sector

As already mentioned above, in 2016, after the

downward trend that has been observed s#@s, the
economic resources of telecommunication operators
show a slight recovery (Figure 2.1.2): the average
growth was 0.2%, and is mainly due to mobile network
services (+ 2.4%), whose increase, in fact, more than
compensates for the reduction in fixedtwork services
(-2%).

By analysing the data related to the expenditure of
private and business customers (Figure 2.1.3), it is
possible to identify a trend very

45

40 40,59 v

35 ' 34.69

30

25 —1-21,03 20,04

8 — 17.40
15 119,57 18,563 (1730]
10 2011 2012 2013

=@ Fixed network

similar to that relate to overall revenues: compared to
an average growth of around 1%, spending on fixed
network services shows a reduction of 1.3%, while
spending in mobile network services grew by 2.9%.

The trend in revenues from the two main types of
services, voice services and broadband access services,
is a proof of the structural dichotomy that has
characterized the evolution of the sector in recent years
(Figure 2.1.4). In fact, while in 2011 revenues from
voice services were much higher than those deriving
from data services (17.17 billion Euros compated
9.55 bhillion Euros), in 2015 revenues were equal,
amounting to almost 10,5 billion Euros, and, last year,
revenues from data services amounted to 11 billion
Euros and overtook those from voice services, which
fell to less than 10 billion.

Rates of change
2015 -2016%

32,40 31,814=+02=+31,86
16,56 116,07 16,11
15,84 1574 -2,0| 15,75
2014 2015 2016

*Total

Figure 2.1.2- Fixed and mobile telecommunications: total revenue (billign

48 Data on fixed and mobile telecommunications are based on information and estimates referring to a sample of compagfiesentéth r

to the year 2016, both for this figure and for the following figures and tables, it shouldtést that the data may not be completely
homogeneous and, therefore, not directly comparable with those indicated in the 2016 AnnualrReguod.cases, in fact, companies have
made additions and reclassifications due to variations in calculationdoéib@s (for example the drivers for revenues or investments), and
changes in the corporate economic activity (this is the case for the WindTre merger). This led to adjustment$ them significanin

terms of economicesourcesMoreover, in the taes and figures that follow, in the case of data expressed in value, for mere rounding
reasons, the sum of the individual addends may not coincide with the overall result, as the values relating to perizitiagenzgr not be
entirely correspondingtthe calculation made on the data indicated in the tables. Gross revenues are the sum of final expepditate for
and business customers, as well as revenues from intermediate services provided to other operators. Unless otherdiseamdicate

data also include data on virtual mobile operators and Fixed Wireless Access sgoNTiEss
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Rates of change

2015- 2016
35 %
31,67
30 o 30,94
28,35 +0,9
- 26,50 26,03 26,26
25 = - -
20 16,81 16,87
15,11
15 13,66 13,51 13,90
1486
10 [ 6] 14,08 r13.25 "12'85' — .
— " 89 |12,52‘ -1,3| 12,3§
2011 2012 2013 2014 2015
Fixed
=@=network Total
Figure 2.1.3- Final expenditure of residential and business uggltiof )
Rates of change
2015- 2016
20 %
16
12 11,03
10,79
8 9,55 9,86 9,89 9,98 10,45
4
0
2011 2012 2013 2014 2015 2016
=@=\/0ice services
Figure2.14-Fi xed and mobil e telecommunications: revenues

Revenues fromvholesaleservices continue to show of t he i ncu mbfrastructurespTde latteror 6 s

a downward trend-8,1%), but it is interesting to notice
that during the year 2016, such decrease was more
intense for the revenues from lalide services o
4,6%). Revenues from mobile network services
decreased by only 0.9%, amounting to 2.21 billion
Euros (Figure 2.1.5).

The revenue trend of intermediate fixed network
services is strongly linked to the stabilization of
service prices resulting the
consolidation of the regulatory processdertaken by
the Authority in 2013 and ended, in 2015, with the
approval of Resolution no. 623/15/CONS on the
analysis of access markets, as well as to the reduction
in volumes of intermediate services that make greater
use

wholesale from

will become increasingly important in the future due to
the diffusion of new generation wholesale services
which, in order to be used, require greater investments
in proprietary infrastructures by the competitors of the
incumben operator, such as the use of dobp
unbundling services which, in 2016, grew by over 80%.
The trend in revenues from wholesale fixed network
services was certainly influenced by the reduction in
the prices of fixed interconnection services and the
redwction in volumes of traditional wholesale access
services (ULL, virtual ULL, shared access, WLR and
bitstream).
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Rates of change

2015- 2016
10 %
8,92
8 7,67
6434 3.1
6 8 5:9( 5178 5,60
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0
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Fixed
== Network Total

Figura 2.1.5- Fixed and mobile telecommunications: revenues from intermediary services (bilJion

Revenues from mobile network services, on the
other hand, have been affected by regulations applied
to prices of termination services on mobile networks,
which set the price at 0.98 cents per minute on a
symmetrical basis for all operators (ResauntiNo.
497/15/CONS).

The trend in retail revenues by type of customer
(Table 2.1.2) shows a reduction, on an annual basis, in
the business user segmefR2.5%), and an increase in
the private user segment (2.5%). Such increasing trend
is due not to the r@nues from fixed network services,
which remained substantially unchanged (+ 0.2%), but
rather to revenues from mobile networks (+ 3.8%),
driven by the growth of services and online apps that
led to a strong surge in the use of the Internet.

Table 2.1.2- Total expenditure by category of
customergmillion G )

Chang. %

2015 2016 2015/201!

Fixed network 12,52 12,35 71,2
- Private 6,65 6,66 0,2

- Business 5,87 5,69 i3,C

Mobile network 13,51 13,90 2,8
- Private 11,11 11,53 3,8

- Business 2,40 2,37 11,2

Total 26,03 26,26 0,8
- Private 17,76 18,20 2,5

- Business 8,27 8,06 12,5

Overall investments in infrastructures (Figure 2.1.6)
show a reduction of just over 5% in 2016 compared to
the previous period. In this regard, it is possible to
observe two different and opposite dynamics:
investments in the fixed network have increased by
about 6% and, as previously mentioned, are, among
other things, the result of the actions taken by the
conpetitors of the incumbent operator (showing a
growth of 6.7%) aimed at building more
infrastructures. Investments in mobile networks, on the
other hand, show a significant reductior2Q.6%),
which however seems to be the natural consequence of
the signifcant efforts undertaken in previous years for
the completion of 4G networks. Investments in
MVNOs (Mobile Virtual Network Operator) remain
steady and marginal, while investments made by FWA
operators increased by over 50%, amounting to 220
million Euros in2016.

In 2016, the distribution of expenditure of
households and businesses over the main operators
(Figure 2.1.7) remained relatively stable compared to
the previous year. The business volume of WindTre
(+0.7), Vodafone (+0.4) and Fastweb (+0.2) is
growing, although less than one percentage point, while
Telecom lItalia {0.7), BT lItaly €0.6) and Tiscali-0.1)
are lagging behind. The percentage weight of the first
three operators is increasing compared to last year,
representing 85.4% of total spendingpmpared to
78.6% in 2015, mainly due to the
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Rates of change
2015- 2016
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Figure 2.1.6- Investimetts in fixed assets (million )

the merger of Wind and H3G. In this regard, as already and H3G (CH Hutchison group)k started operating.
mentioned, it is needed to point out that in January The data shown below therefore refer to the new
2017 the new integrated operator WindTre, born from  company (called WindTre or W3) and are obtained by

the merger of Wind Telecomunicazioni (Vimp@bm combining, for the year 2016, the figures relating to the
Group) two operators.
Turnover:
50 €
& 438 26.259mIn
40
30
21,6 20,0
20
10 6,3 5,8
1,8 0,7
0 I I ] || I
Telecom W3 Vodafone Fastweb BT ltalia Tiscali Othel
Italia
! A 0,7
0 5 0,4
0,2 0,1

0 t .5 -

-0,6
= -0,7 Variation compared t8015 percentage
-1 pointg

Figure 2.1.7- Fixedand mobile networks: overall total expenditure of users by operator (2016, %)
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The experience of private and business userg

relating to communications services

During the period of reference, the Author
strongly promoted cooperation with Universiti
aimed, among other things, at analysing in dg
legal, sociological and technieatonomic issue
related to relevant institutional aspects (see Cha
V).
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In this context, by using the data acquifed

through the research program "Services and con
for newgeneration networks" (Screen), a numbe
studies have been set up to analyse the habitg
experience of consumption, by individuals 3§
businesses, of the different types of communica
services: fixed and mobile telecommunicatig
services, Internet and postal services and, m
generally, digital goods and services. Such anal
are aimed at contributing to the debate on cur
and future trends in a society that is increasit]
geared towards digital communication.

There are two prerecgites for the use o
innovative services: the possession of devices
allow "anywhere and anytime" communications 4§
access to the network. The results of a suf

ents
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and
nd
tion
ns
Dre
/ses
rent

gly

i
that
nd

vey

conducted on private users show that the penetration

rate of a smartphone and/or a geibne is very high

(94.1%); likewise, the consumption of mobile data is

also growing, both in terms of the number of d
traffic-enabled SIMs and in terms of traffic volumg
Business users, contrary to private customers,
to use more fixed network a¢s, such as landling
(91%) and fixed personal computers (86.1%), w
the penetration rate of mobile devices is oy
(Figure 1).
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As regards access to the Internet, people aged

between 14 and 74 that have access to the Int
(from home and/or from thworkplace) amount t
74%, with significant generational differencg
while in the older age group (634 years) only 33
individuals out of 100 access the Internet, in

younger age group (134 years) such percenta
rises to 92%.

ernet
D
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Individui Imprese

(1)

94,1% individui
vs
652% imprese

@, A

75,6% mdividui

63.8% 459 % Smartphone

55,0 % 61,7% Cellulare

Telefono fisso

88,4 % 91,0 %

60,5% 52,6 % PC - portatile

492 % 86,1 % PC - fisso

36,7% Tablet

283 %

EPROCO®

Figure 1 - Use of devices by individuals and business

The Internet also shows a high capacity
engagement as more than 70% of people who
access to an Internet connection connect alr
every day. The importance of the Internet in dz
life is widely confirmed by the fact that access to
network is considered an indispensable service
over 90% of the population, and more th
traditional communication services, such as vd
telephony services, considered to be essential b
86% of the populéon.

The gap existing between the Italian penetrati

the mode

communication tools and the other

rate and distribution of most

countries is due not only to generational issues.

Europe
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fact, the analysis carried out shows that knowledge,

measured byhe level of education, has a significa
impact on the diffusion of "digital culture"; in oth

nt
b1

words, within the same age group, individuals with a

higher level of knowledge are more likely to U
digital technologies.

With regard customerghe
percentage of companies with Internet acces

to business

higher than the percentage recorded for private U
(90% vs. 74%). In terms of business size, base
the number of employees, the data show thaf
small (18649 employees) and mediusized (56249
employees) enterprises have access to the Inte
while a certain percentage of miesized companie
(<10 employees) is still lagging behind.
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As for the importance that companies attribute
communication services, the data show that
Internet is ot yet fully part of the cultural heritag
of the Italian small and mediugized companies; g
a matter of fact, about a quarter of them believe
Internet services have little importance, fixed &
mobile voice telephone services, on the other h
are considered to be the most important type
communication services (84%). Such data on
perceived importance of online services confin
that companies often struggle to recognize
opportunities offered by the Internet.

Companies, contrary to pril@consumers, see
to react more slowly to the changes that, in re
years, have affected the world of communication
continuously growing rates. While private uss
especially younger ones, are able to keep the
with the last trends in the useéxda access of ney
communication services, small and medisized
enterprises are lagging behind.

The wide distribution of digital technologig
introduced a series of changes also in the pq
services: on the one hand, a decrease of p
correspondence ma be observed

(letters

to
the
e
S
that
and
and,

of
the
ms
the

S
stal
aper

Py

documents, etc.), as a result of the development of

electronic communications @ibstitution), on thd
other hand, new consumption habits, related to
diffusion of ecommerce, have led to an increass
the demand for express c@r services for parce
delivery (see paragraph 2.3).

Although the most common type of dispatch
Italy is the letter - in the form of private
correspondence or formal letters to organizati
and individuals - more than a third of Italia
companies ddared to have reduced, in the last yg
the use of traditional postal services. Letters
postcards have been replaced by electronic
(88.4%) or certified emails (50.1%) (Figure 2).
for private users, the use of traditional pos
services decread by one fifth while -@nail (69.7%)

h

the
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or certified emails (19.9%) replaced traditional

mailings.

Nessuna sostituzione 18,5 7,0

Posta elettronica certificata 19,9 50,1

Email 69,7 88,4

Individui Imprese

Figure 2 - Services that have replaced traditional postal ser
and have reduced their use by individuals and businesses

The fast develoment of technological
innovations, resulting in significant changes in
use of services, led the Authority to question
effectiveness of regulation, including rules
protection (transparency of information,
switching from one operator to aneth contracts
etc.), and awarenesaising policies on thg
advantages of a competitive market.

In this sense, one important aspect is the levg
satisfaction, understood as a measure of-lilhg,
of private users and businesses with communic3
senices. Such data is also a useful tool to de
new regulatory measures, as well as to impr
existing ones. Overall, the analysis shows a |
percentage of satisfaction with communicat
services (Figure 3).

These findings are indicative, on the onadheof
the proper functioning of the communicatio
markets, where services are offered to the pu

ces
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with a satisfactory quality/price ratio and, on the

other hand, of a strong connection between set
providers and consumers, based on trust and IQy
which is proved by the fact that more than 80%
users who are satisfied with their operator has
changed their telephone provider.

With regard to the change of provider, alm
70% of private users and more than two thirdg
companies switched opor for economic reason
however, other factors have been identified, suc
disruptions in the service or the need for serv
more appropriate to personal or corporate ne

vice

alty
of
not

DSt

of

S,

n as
ces

eds.
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INDIVIDUI - IMPRESE
91% TE 88%
Servizi postali online
-
Servizi di corriere
81% 77%

Servizi postali tradizionali

85% \% 70%
Servizi di accesso aInternet
89% 83%
Servizi di tele ft;/nia mobile
88% O 7%

Servizi di telefonia fissa

Figure 3 - Rate of satisfied inigiduals and companies for
communication services (%)

The data also seem to suggest an increase in
awareness of c
significant incidence of the idea of "consumer
empowerment”, considered as a process leading to a
higher level of information and knowledge as well
as to a better bargaining power, ability |to
communicate with service providers and express
consumersd needs, enta
t he operator so choi cels,
subjects of the market

onsumer §o0

The fixed network markets

In 2016, retail revenues dropped, although less than
the previous year, by 1.3%, mainly due to the decrease
in revenues from

voice telephony services1(1.9%), as shown in Figure
2.1.8. More specifically, the volumes ofoice
telephony services fell down by 8.9%, reaching 45.1
fixed network traffic
decreased by 12.7%; the only increasing rate refers to
calls towards the mobile network (+ 5.2%). As already
pointed out in the last Annual Reporhig may be
partly due to the progressive diffusion of integrated

billion minutes: national

fixed-mobile services offers made by operators of both
landline and mobile telephony, as well as of daiice
bundle offers made by FWA operators.

However, revenues from data services shamw
increase of 4.4%, in line with the figure recorded last
year. This is mainly due to the growing number of
subscriptions to the fixed broadband network,
amounting to over 15.27 million Euros in 2016, which
increased by almost 4%, and to a rise in the bemof
subscriptions to nexgeneration services, such as fast
Internet connection, for which, a -salled premium
price is usually paid (Table 2.1.3).

In this regard, it is estimated that the average
monthly revenues for broadband connections are
between24 Euros for those with performances below
10 Mbit/s, a figure that remains stable compared to
2015, and 42 Euros for connections with speeds
exceeding 30 Mbit/s, in sharp reduction compared to
20851 i ie &Jso interesting tg highlight haw the @verage
amual percentage of broadband accesses with a speed
exceeding 10 Mbit/s has risen from 29.1% in 2015 to
42.6% last year. The increase in the number of
subscribers and fast connections has led to a growth in
data traffic on the fixed network, which, at thedeof

i | i r2@l6,tamaunted] aopabaui 12400 tPetabytes,f up 4@mn c e

tham thenprenigus yaars ¢raffis. i n active

As per the competitive framework of the broadband
services market for households and businesses,
Telecom ltalia's market share continues to decline,

reaching 45.9% ofthe lines at the end of 2016;
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Table 2.1.3- Accessnumberandbroadbandrevenues

Rates of change
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Figura 2.1.8- Fixed network: user expenditure by type of service (billipa

by speed%)

2015 2016 Var.
Number of acceses
< 10 Mbit/s 70,9 57,3 -13,€
O 10 e < 30 231 31,0 7,8
O 30 Mbit/s 6,0 11,6 5,7
Total 100,0 100,0
Rewvenues
< 10 Mbit/s 59,5 49,2 -10,4
O 10 e < 30 29,6 33,5 3,8
O 30 Mbit/s 10,8 17,3 6,5

Total

100,0 100,0
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49 Explanatoy Note to the Figure: i) voice services revenues include those from access, telephony (local, national, international, fixed

Dec. 2011
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Dec. 2012

Dec. 2013

Dec. 2014
Figure 2.1.9- Telecom lItalia's market share in retail broadband services (%)

which means a reduction of 1.1 percentage points
compared to 2018-igure 2.1.9¥o.
In Italy, the sociecultural and demographic factors

are fundamental to the distribution of information
technologies, especially the Internet; they also appear
to be crucial to the development of such innovations:
90.7% of families wih at least one minor has a
broadband connection (fixed and mobile), compared to
88% in 2015, but only 20.7% (18% in 2015) of
households whose members are over 65 have a
broadband Internet access. In addition, 91.6% (89.4%
in 2015) of households with at Kaone graduate
component have a broadband connection,

Dec. 2015 Dec. 2016

and mobile) and Internet diap services , net revenues from fgeographic numbering services and those from public telephigribs;
Data item refers to broadband networks, including fees and services paid for according to consumption, direct dat@iranstcissg

services

rented to end

customer s

(excluding

sale/rental of equipment, terminals and accessories and other types of income not previously expressly considered.
50 The data shown are based on those requested as part of the update of the European broadband reporting.
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a figure that falls to 55.3% (51.7% in 2015) for households; while only about 3.8% of the population
households whose member s 6 ahd9d20eofousanalds havefaccesa tb utieaiband s
secondanryschool diploma (licenza mediag.. This services. However, from a geographical point of view,
aspect highlights, once again, the importance of a it is possible to identify significant differences, as can
strong demand, and not just supply, in stimulating the be seen in Figures 2.1.10 and 2.1.11, which show the
diffusion of Internetbased technologies in Italy. diffusion of broadband and ulttroadband access
Broadband access services, on a national basis, are services in the Italian Provias.

available to about 25.7% of the population and to
60.2% of

. £
oltre 20 %
25-30% 36-45%
21-25% ° finca38%
16-21%
finoa 18 %

Popuation Households

Figure 2.1.10- Diffusion of broadbanchetworkin Italian Provinces@ecembe2016, %)

.
oltre 5 % oltre 10 %
3-5% 5-10%
15-3% 3-5% °
05-15% 15-3%
finca0.5% finca1.5%

Population Households

Figure 2.1.11- Diffusion of ultrabroadband network in Italian &rinces (dicembre 2016, %)
TTTTTTTTd
511 s t Gittadini, ifnprese e ICT Anno 2016 Ed . 21.12.2016.
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Provinces with greater and lesser diffusion of

broadband and ultrfaroadband connection (Figures

2.1.12 ad 2.1.13).

provinces can be identified, with the exception of As for the distribution in Italian provinces of

highly-populated provinces, such as Naples and potentially ultrabroadband connections, i.e. access

Palermo, as shown by the ranking of the ten lines with speeds exceeding 30 Mbit/s, a rather uneven
as shown in Figure 2.1.14.

Overall, the analysis confirms the findings already
highlighted in last year Annual Report: a substantial
gap between the Southern and Cenrlttaithern

picture emerges,

|
Milano GGG 33 Milano G  50.-
Napoli . 73,

Triestel_ 34,5
Bolognal_ 32,7 Ascoli Picenoms /2.0
Romo NN 306 Roma s /1.6
Firenzc/ NN 3 5 Prato I 715
Genov /NN 313 Firenze S 70,8
Varesc NS oo Varesc S——— 700
Ascoli Picend NN 9 ; Como I 69,1
Como NN 2956 Lecco MU 65,8
Livorno 29,2 Bologna I 68,2
Caltanissett/ NN 17,8 Carbonialglesiasjiilllllll /3.5
Agrigento IIIEEEENN 17,6 Asti I 431
Trapani NN 175 Campobasslll /3.1
Medio CampidanCmme 17,1 Medio Campidan(illllll /2.4
Vibo Valentiao e 17,1 Olbia-Tempio NG 424
Potenz/MEE |7 0 BarlettaAndria-Trani NN /)1 9
Crotonc N 16,1 Crotoncllll /1.2
Isernia I 159 Potenz I /12
BarlettaAndria-Trani I 15,3 Isernia N 37.6
ogliastra | I 333

Ogliastro NN 15 |

Rank - population
Figure 2.1.12- Broadband accessniing by Province (December 2016, %)

Milano IS 55 Romam 18,0
Roma I 5.2 Milano pummm  17.9
Trieste INNINIGNNNNNE 5,0 Livorno 16,0
Livorno I 7 4 Trieste 15,7
Bologna I 73 Palermommmm 15,5
Genova I 6, Bolognamml 15,2
Prato IS 6,0 Pratopmmm 14,9
Palermo NN 6.0 Pescarmmm 14,0
Parma I 59 Genovalll 13,9
Pescar/ NN s Rimini Il 135

Rank - households

BarlettaAndria-Tranig 1,7

BarlettaAndria-Trani g 0,6

Nuoro @ 0,6 Nuorofj 1.4
Carbonialglesiasg 0,6 Carbonialglesiasg 1,4
Olbia=Tempiomm 0,6 Olbia-Tempiog 1,3
Agrigentojf 0,4 Agrigento] 1,1
Teramoly 0,4 Teramaoj 1,0
Oristanog 0,4 Oristanoj 0,9
Ennal 0,0 Ennal 0,1
Medio Campidand 0,0 Medio Campidang 0,0
Ogliastral 0,0 Ogliastra 0,0

Rank - households

Rank - population
Figure 2.1.13- Ultra-broadband accessmnidng by Province (December 2016, %)
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However, it should be emphasized that the households that Italian population. State investment policies have made
have access to the primary network52in 2016 exceeded it possible to increse significantly the coverage ratio of
50% of the tadl, that is to say, 16.5 million units Southern regions; Figure 2.1.15 shows that southern

esgn?ated out Of a tOt"_’ll Of 32'7. million homes and areas actually present a higher degree of coverage than
buildings, recording a significant increase compared to .
other areas in the country.

2015 (33%s.

In 2016, government programmes providing support to
investments in  broadband and wbwadbad
infrastructures had, once again, a significant impact on the
activities of coverage of the territory. Such programmes
allowed bidders to award tenders for public grants
destined to increase coverage of rgameration services,
with a particular focus omany Provinces of Southern
Italy. It is important to underline that the use of public
resources to support infrastructure investments is justified
by the fact that investments in the-called "market
failure" areas (usually mountain areas, with a low
popuation density) are characterized by low profitability,
and is explicitly provided for by the "ltalian Broadband

Strategy" approved by the Italian Government on 3 March
2015, which led to the implementation of a specific

framework agreement signed on ldbFuary 2016, during 0 %
20-40%
the StateRegions Conference. Metropolitan areas and 15-30%. *
provinces with the highest population density, on the other ) ) ) )
. F|%ure 2.1.14- Housmg units with access to N(fEA .
hand, are more |ikely to attract ~"operators vestiment s:

. . . savices (2016, %)
2016, in the 42 provinces where property units that have

axcess to primary networks exceeded 100,000 units,
buildings with ultrabroadband connection amounted to

78%, covering 66.7% of the
75
60
45
30
15

S Islands Italy Centre North-West North- East
Figure 2.1.15- Ultrabroadband coverage per macegion (December 2016, %)

(I I T T I O

52Number of property units that are connected to a street cabawtted by optical fibre.

53 The number of housing units was calculated taking as a reference the data collected by Istat in the 2011 census anudupibcdes
homes, both by residents and residents, and those not occupied accounting for a @btal.2 million dwellings. This figure also
include norresidential buildings in use, equal to about 1.5 million units.

54 further information, see the "ltalian strategy for uliraadband connection", published on the MISE institutional website, bleailt
http://www.sviluppoeconomico.gov.it/index.php/it/‘comunicazioni/baalii@larga/progettestrategico ultrawiddand
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With regard to broadband and uHseoadband
services, the distribution pattern seems to be quite
different. Table 2.1.4 showtbe index numbers (where
100 is the average value of Italy) by supply, in terms of
property units with ultrdbroadband connection on the
total units, and by penetration rate, in terms of the
number of active broadband and um@adband lines,
in relatin to, respectively, households and housing
units with ultrabroadband connection.

In terms of potential coverage of the service,
Southern regions present an index number 15% higher
than the Italian average. However, when analysing the
penetration ratio ofbroadband and ultdiaroadband
network, the results are different: centnalrthern
regions show values higher than the Italian average,
while the index number of Southern areas of the South
and the Islands remains stable below the Italian one,
equal to 100

This fact confirms that supply represents a
necessary but not sufficient condition for the
distribution of such technologies among the population.
In fact, the low penetration rate of broadband and-ultra
broadband connections in the southern areas appear
be increasingly affected by social factors.

By considering the total expenditure of households
and businesses in landline services (Figure 2.1.16), it
can be noticed that in 2016 Telecom Italia's market
share stood at 56.9%, with a reduction of Ooinfs
percentages compared to 2015. Fastweb (+0.7 points
per cent), Vodafone (+0.5 percentage points) and minor
operators (+0.5 percentage points)

particularly benefited from this, with the consequent
reduction, although marginal, of the degree of market
concentration. A similar trend may be identified with
regard to the type of users (Figure 2.1.17): the
household segment accounts more than the business
segment, with Telecom lItalia representing over 60%,
although declining compared to 2015. The marketesha
of other operators, such as Vodafone and W3 is lower,
accounting for 12.6% and 11.3% respectively, even
though the both are growing (+0.6% and +0.1
percentage points)lFast web és mar ket
rising (9.4%).

As far as the business segment is comed,
Telecom Italia maintains its market leader position with
a 52.7% share, even though the competitive pressure
increased, due to Fastwebos
market, reaching over 18%, and to BT Italy which
stands at just over 8%. Lastly, manynadl and
mediumsized operators, which usually address their
commercial offer mainly to business users, are now
growing (+0.8 percentage points), representing 13% of
the segment ("Other" category).

As a result of the profound technological changes
that hae characterized fixed network
telecommunications in recent years, revenues from
broadband services in 2016, as already mentioned (see
Figure 2.1.8), exceeded those deriving from the
provision of traditional voice services. The former, in
fact, increasedypb 4.4%, reaching 5,6 billion Euros, an
amount that is largely highe
equal to about 4.3

s h

Table 2.1.4- Wide band distribution and infrastructures by macroregiesdthbe2016,idex number: Italy= 100)

Offer: Diffusion: Diffusion:
Italy (=100) Property Estates BB networks/ UBB networks/
Property Estates
with access to services Households with access to service

North 89,2 103,2 121,3

- North-West 93,8 105,8 118,5

- North-East 82,7 99,3 125,8
Centre 98,8 106,9 136,6
Southand Islands 115,1 90,8 60,7

- South 120,8 93,0 61,6

- Sicily/Sardinia 104,8 86,4 58,7
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Figure 2.1.17- Final user expenditure by operator and by user type (2016, %)

TP T
55 Market shares hereby reported cannot be directly compared to the corresponding values presented in lastlyBapéar, due to
changes in the calculation methods made by companies, as a result of the different set of information required by tie tuthori

reclassifications or changes in companiesd6 activity.
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billion Eurogs. As a consequence of thisFigure point out that the first foucompanies (Telecom lItalia,
2.1.18), competitive pressure in the data services field Fastweb, WindTre and Vodafone) jointly represent
(growing market segment) is greater than in the voice more than 87% of the market, falling compared to

services sectori currently in decline- whereby 2015.
Telecom ltalia's percentage weight is confirmed below It should also be noted the positive trend of the
40%. Fastweb remains the secondgdst operator, FWA services sector, although at a moderate pace. The

having a share equal to more than a quarter of total companies of this séor actually registered a change in
revenues. Moreover, the market share of WindTre and revenues in 2016 compared to the previous year,
Tiscali is decreasing while the shares of BT Italia and reaching a turnover close to 200 million Euros, which

Vodafone remain almost unchanged. It is useful to represent almost 23% of total revenues (Figure 2.1.19).
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Figure 2.1.19- FWA services expenditure (2016, %)

P
56 Data services revenues amount to ar oudatdan8leasedbnedsérvicesharelalso wh e n
considered.
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This trend appears tbe mainly connected to the
supply of broadband to rural areas and small urban
centres, as well as to the replacement of landlines with
high-speed wireless networks in the "second houses"
market segment. The main operators of this market
include Linkem andEolo. The former is a market
leader in FWA technology, representing over 42% of
the total turnover of the sector, while the latter is a
wireless fixed operator, which has shown the highest
revenue growth (+4 percentage points in 2016)
representing 32% of he total FWA services
expenditure.

It is also interesting to note that FWA broadband
operatorsbd al por
advanced services: over 90% of revenues stems from
subscriptions to connections with speeds exceeding 10

commer Ci

Mbit/s; more spcifically, services provided for lines
with speeds higher t han
10% (Figure 2.1.20).

o

The mobile network markets

In recent years, the mobile communication services
market has been characterized by profound changes
due to the oncurrent action of several factors,
including: the regulatory action put in place by the
Authority, aimed at adjusting wholesale prices to the

Community regulatory framework and at promoting

100%
80%
60%
40%
20%

0% 9,2

2015

<10Mbit/s =10 O

consumer protection; the increasing price competition
at retail level; the technological adaptation of the
infrastructures, through the expansion of the coverage
and distribution of LTE technologies; changes in users'
consumption habits, especially in the use of "social"
applications, supported by the introduction of
increasingly advanced computers and mobile devices in
the use of services and applications. The effects of the
abovementioned merger operation between Wind and
H3G also had an impact on the regulatory measures
applied to these markets, which will lead, the
upcoming months, to the entry into the market of the
new mobile operator lliad (in view of the undertakings
iveR By th® partiB&tb the! EViropear dbMrhissibng.
Revenues from retail services increased in 2016 for
five years (Figure.1.21),
registering a growth of 2,9%, unevenly divided among
the® QiferdP typbd o sefvifeB: 'r&éhel FromABiR U t
services fell by 4.1%, while, on the contrary, revenues
from data services grew by 6.9%. It should be noted
that the growing use of social ta@rking apps and,
more generally, web services has encouraged the use of
more advanced devices resulting in a significant
increase in the sales of such devices: it is estimated

of

the first time after

that, at end of 2016, revenues amounted to around 1.76
billion Euros, growingoy 14%.

2016

Mbi t®"® 30
Figure 2.1.20- Revenue from FWA broadband sees by spee(b)

Mbi t /:
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In terms of market volumes, voice services (Figure
2.1.22) increased by 2.6% in 2016, in line with the
figure recorded last year. By analysing this data more
in details, it can be noticed that direct callgside the
network (off net) are growing (+ 11.0%) mainly as a

result of the reduction in termination prices imposed by
the Authority, which encouraged inteperator
communications, increasing the degree  of

competitiveness of the market.

Calls towardsfixed-line numbers also grew (+
1.9%) thanks to the progressive spread of bundle offers
including mobile and fixed network services.

The sending of SMS shows a trend similar to the
dynamics observed in recent year: faced with an

average reduction of 28.5%lue to the

growing popularity of social mobile communications
the onnet compartment dropped by 33% while the off
net compartment decreased by slightly more than 23%.

Revenues from voice services (Figure 2.1.23)
maintain a downward trend, fallingy 4%; the biggest
fall has affected the services offered on the
international network -01.8%), while revenues
deriving from calls towards national networks <ot
and offnet services) fell by 2.9%, representing more
than 75% of the relevant market ssent.

As for data services offered by mobile operators,
traffic volumes in 2016 exceeded 1.000 Petabyte (+
46% compared to 2015). As already pointed out in last
year Annual Report, the spread of social networks and

200
160 = = \ .
/ A 4
74,
N -
80
| -35]
40
0 18,1 18,4
2015 2016 Var. % 2015 2016
Fixed - - -
network Others Onnetmobile Off netmobile® Total

Figure 2.1.22- Voice traffic in mobile telephony (billions of minutes and % cleng
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services available on the web are the basis for
consistent growth in data traffic; in 2016 the average
monthly consumption was equal to 1.76 Gigabytes,
with increasing growth rates: last year, consumption
grew by 25% whilethis year rises to 33% (Figure
2.1.24).

The gap between SIM cards providing voice
services and those providing also Internet services is
widening (Figure 2.1.25) a trend which is mainly
due, as already highlighted above, to the

replacement of tradithal messaging services with
online messaging services, which provide a better
communication experience thanks to the instant sharing
of text as well as of sounds and images.

Revenues from data services showed an uneven
performance between the various segis of which
they are comprised; this, too, seems to be the result of

the aforementioned "new"
2.1.26): on the one hand
7e
2014 2015 2016

Figure 2.1.24- Average monthly data traffic of SIM cards (Gigabytes/month)

19 Change rat@015- 2016
17 +32,6%
15 Change rat2011- 2016
' F167,3%
1,3
- [}
0,9
0,7
0,5
2011 2012 2013
CTTTTTTTT
57 The number of

isfightan rhya the" diffe@endd betweeen dhe total number of active SIM cards and the number of

"M2M" SIM cards. Human SIMs, therefore, also include "data only" SIM cards for which, however, unlike M2M SIMs, human

interaction is provided (such as for tablets,)e

94

c

or



Change rate

2015- 2016
100 . S %
—_ |_
80 =2,0
60 64,% 5,7
50, 4—153.1
40 -
27 = 32,
| ,C -12,3
20
0
2011 2012 2013 2014 201t 201¢
——SIM "only voice’ ——SIM "voice & Internet" —— SIM "human"
Figure 2.1.25- Trend in the number of SIM cards (milligns
6
5 54
4
; 5 oz
2
1
0,9 0,8
0 B 0,3 g
2015 2016 Chan % 20152016
® Other data servici SMS = Internetaccess and surfing  ® Total
Figure 2.1.26- Revenues fromsewies by type (billions of U

there has been a significant decline in revenues from
SMS (10%), falling to 830 million Euros, while, on the
other hand, Internet access and browsing services
continue to grow steeply (+ 11.2%).

Figure 2.1.27 lsows the progress of data services
revenues over the last decade, divided in traditional
services, mainly SMS, and other data services, mainly
Internet access services. While in 2006 SMS revenues
were about twehirds of the total, in 2010 revenues
from bah services were

P
58 The values are calculated net of "M2M" SIM cards.

equivalent (around 2.3 billion Eurodh the following
years, the gap between the two types of services has
widened.

The average revenues per SIM eaghow a slight
increase (from 152 to 160 euros/year) compared to the
previous year (Figure 2.1.28); it seems, therefore, that
the downward trend in unit revenues of the last few
years have been interrupted. However, it should be
noted that this result mainly depends on th&8%
reduction in the customer base, as the number of SIM
cards dropped from 88.8 to 86.8 million in 2016.
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With regard to the composition of expenditure per
user, which in 2016 exceeded 270 euros/year, it can be
noticed that the spending for data services (105
euros/year) is now substantially equivalent to voice
services expenditure (108 eutymar)e. In this context,
too, there was an overall increase in average revenues
(ARPU).

The composition of unit revenues by type of service
is the result of current trends in revenues and total
volumes (Figure 2.1.29). More specifically,
revenues fom voice services fell by 6.6% while data
services unit revenues decreased by 24.2%. As regards
unit revenues from SMS, on the other hand, significant
growth was observed (+ 26.0%). This result, in line
with the figure observed in the previous year, seems

unit

confirm a corporate strategy aimed at curbing the
structural compression of market volumes resulting
from a "traditional" service that is used, above all, by
customers characterized by low consumption volumes,
less prone to the adoption of new servicasd,
therefore, scarcely sensitive to changes in unit prices.

WindTre is the leading mobile operator in the
market for the year 2016, representing 33.3% of
revenues (Figure 2.1.30), followed by Telecom ltalia
(32.1%) and Vodafone

7

m 2015
6 2016
5

‘

3
2
1
0

Voice (cer€/minute

3,31

3,68

SMS (cen€/message)

(30.9%}0. The result isa competitive framework of
"threeway competition”, which will be further fuelled
in the coming months by the entry of a new operator
with its own mobile network infrastructure (lliad).

Considering the distribution of market shares
according to user categes (Figure 2.1.24), different
market concentration levels can be observed. In the
household market segment, WindTre is the market
leader, increasing by +5.5% compared to 2015. In the
business segment, on the other hand, Telecom ltalia,
despite losing 1.fercentage points, remains the largest
operator with a market share reaching over 48%, while
WindTre and Vodafone, up respectively by 2.2 and 1.1
percentage points, do not represent, each, even a
quarter of the business market.

With regard to the MVNO opators, which provide
mobile virtual services, turnover fell down by 6,8%,
amounting to 514 million Euros, compared to 550
million Euros in 2015. (Figure 2.1.32). Off net mobile
calls (2%) and data services3(2%), instead, show a
smaller contraction. Tédvolume of investments remain
marginal (slightly more than 20 million Euros), while
the number of direct employees (slightly above the

5,76

4,3¢€

Data traffic(€/GB)

Figure 2.1.29- Unit revenues for voice, SMS and data services

59 The values of the figure in question were calculated with reference to the datapmpulation, aged between 10 and 80 years,

reported on the ISTAT website (http://demo.istat.it).

60 The reported market shares, due to some variations in the calculation methods and reclassifications made by the cempanies, ar
immediately compardé with the corresponding values presented in the last Annual Report.
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Figure 2.1.31- Market shares in final expenditure by type of customer (2016, %)

number of employees at the end of 2416 model based on an integrated offer providing fixed
decreased significantly-23%). In relation to the network services, together with Lycamobile (+2.2 %),
competitive  scenario, Post@lile continues to which proavides services to nehalian residents, and

represent little less than half of the relevant market Coop lItalia (+2.1 %).
segment, while Fastweb is growing (+1.9 %), thanks to
a business

P
61 This does not apply to Fastweb's and BT Italia's mobile virtual telephony employees, who are traditionally includedeth the fi
network workforce.
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Figure 2.1.32- Market shares in MVNOs (2016, %3016, %)

With specific reference to in the core mobile telephone provided by the Authority's Communications
services, represented by voice and data services, Observatory, a useful indicator for the assessment of
competitive trends in 2016 seem to be decidedly less mobile telephony market competitive trends is

matked than in the past. More specifically (Figure represented by the number of kneacquired and

2.1.33), Vodafone (36%) strengthened its leadershipin abandoned and by consumer s o
the voice services segment, while WindTre (35%) number portability service. In 2016, the number of lines
recorded a similar result in the data sector. As for acquired and abandoned by mobile operators amounted
Telecom ltalia, voice services show a decline, while to 46.8 million Euros, with a reduction of around 7%

data services are going up. Besides thedeipth compared to the previous year.

analysis of such trends,
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Figure 2.1.33- Market shares in voice and data segments (2016, %)
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The dynamic movement index (Figure 2.1.34)
provides a representative overview of theemse
competition on the market On average, inbound and
outbound movements with respect to the customer base
decreased from 56.6% in 2015 to 53.9% in the previous
year, confirming the achievement of a relative
homogeneity in the structure of the servicesrefieand
a certain consolidation of the general structure.

The total number of the operations related to the
mobile number portability service carried out in 2016
exceeded 100 million units (Figure 2.1.35),

with an increase of 12.7 million compared to 20itb
line with the figure reported in the previous period. The
volumes observed over the years are a proof of the
effectiveness of Resolution no. 147/11/CIR and
subsequent Resolution no. 651/13/CONS, which
provided for the reduction of activation times thie
number portability service as well as for its gratuity to
the customers that request it. The trend of the
"mobility" index related to mobile humber portability,
which measures the tendency to switch to a new
operator, shows andérease of two percentagointss.

80
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Figure 2.1.34- Dynamic movement index (%)
Mobility index (%)
27, 29,7
20 2015 2016 100
15 80
12, 12,7 |
10 60
40
5
20
0 0
2011 2012 2013 2014 2015 2016

——n° operation$ value per year

n° operation$ cumulate values

Figure 2.1.35- Mobile number portability service: number of transactions (millions of units) and mobility index (%)

62 The index is given by the ratio between the sum of the acquired and abandoned lines (nuaratdte)average customer base

(denominator).

63 The mobility index is given by the ratio between all the lines donated/acquired through the use of the mobile numbgy portabil
service during the year and the corresponding average overall customereébaseM®M lines). It should be noted that this result is also
due to the reduction in the value of the index denominator represented by the average customer base, which fell f@fb30jbica

customers.
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2.2 The evolution of the media and the
digital revolution

Main trends of 2016

V After years of crisis, there are significant signs
of an overall recovery of the system. Morg
specifically, it should be underlined the
growing trend of television and the positiye
performance of radio.

V An increase in the provision of information
and entertainment services on the Interng
can be observed, which are becoming
increasingly popular among users. At the
same time, the positive trend of online
advertising sales continues, reaching almost
2 billion Euros

V The only sector that is not experiencing any
reversal trend is the publishing sector, which
seems to be characterized by a persistent
crisis.

V The media sector is facing a corporate
consolidation process, which in the last year,
has concerned, specificglithe publishing
segment.

V' The analysis of the information system carfried
out by the Observatory on Journalism
highlights some critical issues, including:
growing job insecurity affecting journalists,
the existence of a gender gap and entrance
barriers fomew generations. Furthermore
the emergence of an insideutsider trend
(typical of the Italian labour market) can be
observed, which considers age, gender and
contractual typology as discriminating
factors.

—

The Information System in Italy

Over the last few years, the information system has
been going through a phase of transition characterized
by profound technologa and market changes.

In this context, the Authority, in the light of the
various regulatory, supervisory and sanctioning powers
in terms of audievisual and radio media services as
well as publishing services, bases its activity on the
research and analig of the functioning of all the
elements

composing the information and communications
system.

Specifically, the Authority analyses the information
provided, from the point of view of publishing
companies, verifying funding sources and market
structures, and in terms of production, examining the
evolution of the journalistic profession atiee different
aspects of the field. At the same time, the Authority
analyses information demand, to detect the changes in
citizensbo use of i nformat.i
implications.

The study shows that the technological evolution of
the last few years Isahighlighted some characteristics
of the information sector, including, above all, the
principles of norrivalry and norexclusivity in
consumption, which made the problem of financing
even worse. In this regard, it should be noted that, due
to the increae of free information and, at the same
time, to the reduced inclination to pay by consumers,
the advertising component is becoming increasingly
important as a source of funding for the media sector,
representing almost half of the total resmes of the
information system.

Overall, funds for the information system are
shrinking, even though the situation has been
improving over the last two years (see Figure 2.2.2).
From 2011 to 2015, the whole Integrated
Communications System (SIC) underwent a sigaific

economic contraction16%), even though

Public funds Sale of products/services

49%

Advertising

Figure 2.2.1- Media financing sources

64 The media sector's revenue figures for 2016 represent estimates made by the Authority.
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with differences among the various markets. Radio and sigrificant fall of revenues from advertising. Online
television remain the main segment of the SIC, advertising, on the other hand, is rising, driven by the
representing 49.5% in 2015, while the publishing sector growth of digital platforms (search engines, social

continues to decline, with a total decreas84# in the networking services). More specifically, over the last
period of reference. On the other hand, the online year , newspaper sod éavalbeeanagaz i
advertising sector keeps on rising. decreasing (falling more than 6%), the radio sector

Such developments in financing go hand in hand registered a slight increase (+0,8%), television started
with the consolidation process that will be better growing again (by almost 7%) and the online segment
analysed in the following paragraphs and that seems to continues to rise significantly (almost 15%), as shown
havean impact on the pluralistic structure of the Italian  in Figure 2.2.4.
information system. At the sametime, investments in the information

Focusing on advertising resources only, as shown in  system (in terms of staff and technology) followed the
Figure 2.2.3, the same negative trend can be observed, downward trend already observed for the revenues of
although there seem to be some signs of recovery since this sector, which have been significantly decreasing
last year, which gpear to be consolidated in 2016. since the last years of the previous decade. This decline

inevitably affects the quality of information,

By analysing in depth the single means of jeopardising irdepth journalistic analysis as well as
communications, television seems to be the sector that Verification of sources activities, giving rise to
better reacted to the crisis, while newspapers and dangerous phenomena, such as theadied fake news.

magazines underwent a structural decline resulting in a Besides the ongoing surveys on Digital Platforms
and the Information Systm (Resolution no.
309/16/CONSs and on The local Information Sgsh

[N (Resolution no. 310/16/CON&) a comprehensive
analysis on

65 https://www.agcom.it/documents/10179/5041493/Delibera+BBEONS/7f6d711aac5d48b1-9b30faa27dalech?version=1.0.
66 https://www.agcom.it/documents/10179/5041493/Delibera+B3CONS/048713260f9-4d03b4fb-49907be63d77?version=1.0.

102



10.000

8.844

9.000

o [
.

7.000 :

6.000

5.000
4.000
3.000

0 I

2.000
1.000
2011 2012 2013
Daily
" Tv "Radio

2014 2015 201¢

" newspapers' Magazine ® Internete  Total

Figure 2.2.3- Advertising saleper medium( ml n ()

40%

20%

|

0%

-20%

-40%

-60%

k

Internet

BA 20162011 = A 2016201¢
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information quality has been carried out byeth
Authority in the 2nd edition of the Observatory on
journalism, published on March, 2017, which examined
the factors that have a major impact on information
production, focusing on the ability to conductdapth
analysis, reliability, trustworthiness anthe use of
authoritative sources

The study carried out through a specific survey
conducted on lItalian journalists shows a number of
trends

P
67 https://www.agcom.it/osservatorgiornalismo.

related to the information system that reflsome of

the aspects that characterize the whole national system
and having a direct impact on the quality of
information.

More specifically, on the one hand, the ageing of the
journalistic population, accompanied by generation and
gender gaps (see Figu2.2.5) and characterized by
significant structural differences between insider
professionals (mostly employees, men and over the age
of 45) and outsider professionals (mostly women,
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Figure 2.2.5- Distribution of journalists by age (20D15)

freel ancer s and
and, on the other hand, by job insecurity and by the
fragmenation of supply, with the majority of
journalists increasingly working on a nexlusive and
irregular basis, due to precarious work contracts.

Job insecurity led to a reduction in revenues from
journalism: nowadays, most journalists edgas than
G620. 000 ( o n-emyploy2Bwerkersfandsleéw f
of fAiparasubordinatebo
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wasiouk e meaps  of
communications, as pointed out in the Observatory (see
Figure 2.2.6). Younger journalists, faced with gntr
barriers to the job market, and women often have
precarious work contracts, with differences in terms of
type of contract and wage, despite an increase in the
number of female journalists (see Figure 2.2.7).
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Figure 2.2.6- Occumtional status and income (2015)
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Figura 2.2.7- Income pyramid by gender (2015)

The world of journalism has always had to face
technological change and, despite the slow introduction
of new technologies in Italiajournalism, a need to
acquire specific skills has been emerging over the last
decade, as journalists are required to broaden their
fidi gital o knowl edge, wi t h
sources and production of information. In this respect,
Italian journalsts use the Internet mostly as a source of
information (70%) or for
monitoring online discussions (52%) or following the
activities of people of interest (41%), both actions,
however, are declining with respect to the previous
survey made by the Authority (see the 1st edition of the
Observatory on Journalism). It can be stated, then, that
Italian journalists started to adopt some of the most
popular habits of the participative web, even though
with a light engagement attitudewards the public,
especially when compared to different international
contexts.

As regards the topics most frequently covered by
journalists, politics (local, national and international)
and news (local and national) are covered by one out of
two journalsts, followed by arts and culture (49%),
social issues and education (45%) and science and
technology (42%). Gender often has an influence on
the subjects chosen.

Some specific topics (including the -salled hard
news) are covered mostly by male joalists. The
distribution of journalists among the different media is
a proof of the essential role played by the publishing
sector in providing information, due to its specific

nature @eet Figuweo B.28). qThee majoeitg of oltaliant h e

journalists works for a magine or newspaper (in both
their printed and digital form) (44% and 42%,
frespedivwely) v Jodrnalists wwarking foi telsvisionsandc h
online news channels represent 23% for the both fields,
while 18% works for press offices or in the corporate
communication seot. Other media (such as, radio)
that focus less on the news, as well as press agencies
and publishing services, are lagging behind,
representing 8% of journalists.

This context is the background reference for
analysing the critical issues affecting theorld of
journalism in terms of coverage and disclosure of
themes of public interest, which influence the
production and quality of information and, therefore,
pluralism.

Actually, a high percentage of professionals faced,
in the last year, at least oneoplem related to their
work (see Figure 2.2.9). In the current phase of crisis of
the Italian information system, it can be observed that
economic issues have the greatest impact, given the
high level of job insecurity and risk of unemployment.
Furthermoe, various forms of
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intimidation aimed at the category, both of criminal
origin or deriving from procedural abuse, are also
frequent. This may produce a dissuasive effect on the
exercise of journalistic profession and reedom of
information (the secalled chilling effect), potentially
causing damage to the entire civil society.

It should be noted that local journalists are more
likely to be threatened, due to the scarce economic
resources of the local sector that makem more
vulnerable to intinidation. During the last yeaedocal
publishers invested less than national ones,
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because of economic problems; as a consequence,
publishersd insufficient
work conditions, characterized byhegh level of job
insecurity and increasingly lowering wages, making it
difficult for them to fight the various forms of
censorship imposed from outside. At the same time,
local media, hard hit by the crisis and with few
economic resources, seem to be envagile in dealing
with intimidation, and often unable to meet litigation
costs arising from complaints and legal actions, as well
as to ensure professional legal support to the journalist.
The geographical distribution of this phenomenon
reflects the dferences that characterize the Italian

Dot [
Legal actions 2%
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Figure 2.2.9- Problems facetly journalists
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territory. From a geographical point of view, in fact, the as well as specialized magazines, and companies listed
South keeps lagging behind, showing figures that are on the stock exchange.
consistently higher than the lItalian average, doe Moreover, Law no.198 promotes the idea that the
economic and intimidation problems (see Figure 2.2.10). allocation of public resources shall be accompanied by
The crisis of the information system led the lItalian an effective economic and entrepreneurial capacity,
Parliament to review the rules on public investments and  therefore including, among other things, provisions
incentives aimed at protecting pluralism in the publishing  gych as the distribution of public resources according to
and local radio and televisi broadcasting sector through the annal number of copies sold at local and national
the approval of Law no. 198 of 26 October 2016, on the  |ayel, the definition of cost items related to the digital
iCreation of the fund for pgalsfofration Bt thd Bifer ds WBIICa¥ BoltHe bilsingsé T h
information sector and on delegation of powers to the model, incentives to hire workers under 35 years of age
government for the redefinition of public support with permanent employment contractse tieduction of
measuredor the publishing and local radio and television contribution for companies that exceed certain wage
broadcasting sector, of 1 Uljfi§ anf e defing of & maxinbiri fimit fo€public € me n
benefits as well as redefinition of the organization and contribution, which shall not exceed 50% of the total
responsibilities of the National Council of the Order of companydés turnover .
Journalistso. Those side @ papial o v i d§gh prviion is also aimed at promoting the
redefinition of the range of beneficiaries, by including digital switchower, a crucial process of transformation
publishing companies that, in a commercial setting, carty  that cannot be postponed. Most information services
out an autonomous and independent information activity, gre almost entirely provided online; as a result of this,
of a general nature. As for smalkzed publishers, Law no. 198 promotes a new, more careful definition
provisions ©bcus on nosprofit associations and of online publications, on which information
cooperatives of journalists, explicitly excluding the  production is based. However, it remains evident that
information bodies of political parties, movements and  the current crisis of the information system requires a
trade unions constant monitoring activity, which the Authority has
been carrying out for some years now through its
normal activity and through the abewsentioned
suneys, as well as the adoption of

Charges pressed and legal
“ Physical attacks and damage Threats actions

25% : ‘ L1s%

[
AE

10% 16%
13%
3% 10% 10%

North-West North-East Centre South and Islands

Figure 2.2.10- Territorial analysis of intimidation
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a global strategy to face all type of structural issues,
from the significant reduction of funding sources to the
problems related to the journalistic profession.

Television

Television has historically played a major role in
the information system. Its importance is due to the
large number of users (not yet reached by any other
media) that have access to televisthrough different
platforms (terrestrial digital, the most common one,
satellite and the web) and devices (from traditional
television sets with digital terrestrial and satellite
decoders to smart TVs and other devices connected to
the Internet) and becse of the use of television for
information purposes, even though the information
material represents only a part of the provided contents.
In this respect, it is possible to point out that the
number of Italian journalists employed in the television
sectd is just over half the number of journalists who
work for daily newspapers (see Figure 2.2.8 and
Observatory on journalism), the only means of
communications with contents almost entirely
dedicated to information.

Secondly, the importance of television &so
connected to the revenues generated by this sector,
which represents the most profitable economic segment
of the Integrated Communications System (see
Resolution No. 10/17 / CONS). To this regard, it is
worth noting that, also in terms of funding soes
(advertising, sale of products/services and public funds)
television is the segment that, for each of them,
generates more revenues than any other means of
information. Besides, the number of companies
operating in the television sector is high, bemains
lower than the number of those operating in other
sectors of communication, such as magazines, the
Internet and radio. More specifically,
operators that broadcast at a national and local level are
more than 500, and only few of them aeegkesized
enterprises with a high turnover. The majority of

television

operators provides a classic television offer, although
increasingly accompanied by online contents, delivered
through websites and applications related to their
channels and programs, as well as

through the pages and accounts opened on the various
digital platforms. A small portion of operators includes
providers of online audiwisual paid services only,
which have recently entered the sector. These include
Netflix, with more than 100 milliorsubscribers, which
has started its activity in Italy since the end of 2015,
registering hundreds of thousands of users. Moreover,
thanks to the new consumption habits of television
contents and the growing interest in new audsual
services and deviceas well as to the wide diffusion of
fixed and mobile wide band and uHb@oadband
telecommunications networks, a stronger convergence
can be observed between audisual media services
and telecommunications, as evidenced by the
emergence of triple/quadple play offers, including
joint through integrated solutions or
commercial agreements between subjects operating in
different sectors, such as voice services (fixed and/or
mobile), Internet connection and audisual content.

By analysing irdetail the dynamics and structure of
the market, it may be noticed that, in a context marked
by the general downward trend of the last few years,
the television sector has suffered the least losses, in
percentage terms, and has shown the most eviderst sign
of recovery in 2016. As shown in Figure 2.2.11, As
shown in Figure 2.2.11, for 2016, it is estimated that
the value of the total resources of the television sector
will once again be above 8 billion Euros, thanks to an
increase of 7% compared to 2015.eT¢tomposition of
revenues related to television reflects the structure of
the Italian information system (see Figure 2.2.1), with
advertising revenues representing the main source of
financing (over 40% of the total, equal to about 3.5
billion Euros, 90% &which deriving from free access
TV), followed by the sale of television offers (36% of
total revenues), which in 2016 suffered a decrease of
almost 2 percentage points, while public funds are on
the rise (television licence fee, agreements with public
ertities and public funds). The latter constitute a further
and significant source of income for the sector (overall,
23%).

provision,
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Figure 2.2.11- Breakdown of total television revenues by type

With regard to the distribution of revenues for the
entire sector among operators, the clear difference
between the broadcasting groupatttraditionally occupy
the first three positions, holding similar market shares, and
all the other operators is confirmed. More specifically, the
21st Century Fox/Sky Italia group, active in both the free
Tv and pay TV segments, has the largest shar&o)32
although falling 1.5 percentage points, followed by the
RAI group - holder of the concession for the public
television service- which, thanks to an increase in
revenues, rose to second place (with a share close to 30%)
- and the Fininvest/Mediaset gnp, operating in both the
free TV and pay TV sectors, which represent 28% of the
total. Among the great number of further operators, the
Discovery group and Cairo Communication group (La7)
stand out, but with considerable lower revenues compared
to the thee main operators (close to 2%, albeit slightly
increasing, see Figure 2.2.12).

Within the television sector, different market areas can
be distinguished. As shown by the results of thddpth
analysis carried out by the Authority as provided for in
Resdution no. 41/17 / CONS, ofildentification of the
relevant markets in the audigsual media services sector,
pursuant to Article 43, paragraph 2, of Law Decree no.

177 of 31 July 2005 (Phase ') and in light of the
changes and innovations that hataken place, a net
distinction of products traded in the market of free and
paid audievisual media services can be made. Such
distinction stems from the marked differences between
the two product categories, which make them -non
replaceable on both thehand and supply sides.

As regards demand, it should be noted that free TV
is accessible to the whole television audience (about 25
million families), while the number of users who have
access to pay TV services is considerable lower,
representing slighgl more than one third of the Italian
population (about 9 million families). The different
penetration rate between free access Tv and pay TV is a
proof of the two different types of audigsual services
consumers. Indeed, free TV viewers show different
preferences and tastes compared to-Pdyviewers:
free TV continues to be the only means of
communications able to reach all segments of the
population, regardless of the social economic and
cultural backgroundOn the other hand, pay TV is
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Figure 2.2.12- Breakdown of revenues peperator (2016, %)
is mainly used by citizens with specific profiles, entails a diret commercial relationship with end users

especially individuals with a higher spending capacity, (as well as advertisers). The existence of a price higher
who enjoy premium contents (such as, in particular, than zero, as opposed to a free product, makes
first window films, TV series, sporting events). As for consumers perceive the product as different; as a result,
the offer, many @ments contribute to differentiating they will be more likely to pay for it. Thereforpay

free television from pay television. Firstly, these two TV operators tend to offer better contents in order to
types of television offers are supported by different awaken the interest of consumers and encourage them
business models: free TV is financed by advertising to pay. In order to convince consumers to subscribe,
sales (which is the main source of revenue) and public premium contents must appear particularly attractive to
funds, while pay TV is largely funded by the sale of  viewers, for this reason, pay TVapat or s6 i nve st
subscriptions (including pagerview services), and, to mainly focus on the contents. Since the production and
a much lesser extent, by advertising sales (see Figures acquisition of such contents (or the relative
2.2.14 and 2.2.17). Therefore, as shown in Figure transmission rights) involve high endogenous fixed
2.2.13, free access TV implies only onepay of costs, which are not recoverable, sunk costs of this type
commercial relationship, that is to say, the relationship  represents an element afrther distinction between the
between broadcasters and advertisers, based on the fact pay TV and the free access TV.

that, given the large mass of users reached by such

means, advertisers would be more likely to pagy

TV, instead,
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Figura 2.2.13- FreeTV and Ry-TV business models

By examining in detail the revenues composition of This positive trend derives from a growith both
the two different television segments, it can be noticed advertising sales (which exceeded 3 billion Euros, +
that free TV (both national and local), which accounts 6% compared to 2015) and, more significantly, in
for about 60% of the total income of the sector, revenues from the fee paid by citizens for the
reached nearly 5 billion Euros in 2016, thanks to an  possession of television sets (1.8 billion Euros, + 17%
increase of 10% compared to 2015 (see Figure 2.2.14).  with respect to 2015), despite the ISTATdéx related
to TV license keeps on falling and is lower than the
general consumer price index (see Figure 2.2.15).
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—0—Total —®—Advertisign —®— Licence fee Conventions and provision CONCESSION HOLDER

The share of the licence fee related to television has been calculated by applying to thiuéotdlthe radio and television licence fee a percentage equal to
the share of direct costs attributed to this activity in the total direct costs of the public serviced@fledsaggregate A of RAI's separate accounts). In
particular, for the value dhe fee relating to the years 2015 and 2016, reference was made to the separate accounts of RAI 2015.

Figura 2.2.14- Revenues from freto-air TV
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In this regard, it is worth observing that the increase in
fee revenues appears to be the consequehcine
introduction of a new method for collecting the tax. In
fact, for the year 2016,
100, was lower than the previous years and, for the first
time ever, the sum was included in the energy supply
bill, resulting in a drasticeduction of tax evasion.

It should also be noted that in the case of free TV, it
is possible to identify two types of activities:
commercial activities, financed by advertising
revenues, thus arising competition among the different
market operators, andctivities supported by public
funds, .e. cdmreostgabl d&ao
resources. In this sense, the concessionary of the public
broadcasting service, RAI, represents a special case,
since, besides providing citizens with the public
television serice, it also carries out commercial
activities. It should be underlined, however, that over
70% of the RAI groupbs t
from collection of the licence fee (see Figure 2.2.14).

As for the structure that characterizes the free
accesdelevision market, a high level of concentration
may be observed, as indicated by the value of the

HerfindahtHirschman index (HHI), which remains
above the critical threshold of 2,500 points (see Figure
2.2.16). In particular, over 80% of total revenweéth
trebpect fo dree, telewisian dsh hela byo RAR twihdan t
increasing share representing approximately half of the
total and by the Fininvest/Mediaset group, with a share
(although decreasing) estimated around a third of the
total, followed by other operatqrsiith shares slightly
increasing but significantly lower (between 1% and
4%); i.e. the Discovery group (which airs the free TV
channels Nine, Real Time, K2, Frisbee, Dmax, Focus
and Yellow), Cairo Communication (publisher of the
rchaorels daniaed La7d) argilst Century Fox/Sky
Italia (owner of the free TV channels TV 8, Cielo and
Sky TG24). The remaining operators have market
shares below 1% and are mainly represented by local
publishers.
With regard to pay TV, the sector revenues
eihceeasedshy @%, amoentin3webglion cEerosiinv e s
2016. Figure 2.2.17 shows that almost 90% of revenues
of Pay TV comes from the sale of television services
(pay TV, pay per view), whose amount has been steady
since 2011, despite an increasingly rising price index,
higher than thegeneral consumer price index ( see
Figure 2.2.15). Pay TV offers include, in addition to
services available on satellite and terrestrial digital
platforms, online services

120
110
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90
1 2 3
Tv licence fee
index pay Tvprice

Source Istat

4

6 7

index Consumer price indefNIC)

Figure 2.2.15- Price index of the television sector
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Figure 2.2.16- Market shares of the main fr88/ operators (2016, %)

(including online audievisual, such as Sky TV, Infinity
by Mediaset, Chili, Netflix). On the contrary, revenues
from advertising sales remainlbe 400 million Euros,
although growing by 6%.

The degree of concentration related to the pay TV
market is usually very high; this is also due to its

which, as already mentioned above, involves a
significant amount of fixed and sunk costsf @n

endogenous nature), deriving from the production and
acquisition of premium content. The concentration
index, although falling, remains above 6,000 points.
The 21st Century Fox/Sky Italia group, which provides

structure, paid TV services accessible through tlaelite and
online platforms, is by far the first operator
4.000
3491 — — —,
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Figure2.2.17- Revenues from PayV
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with a market share equal to 77%, while the

Fininvest/Mediaset group, which provides paid content
on the digital terrestrial platform and on the web,

occupies the second position, with a much lower share,
representing 21%. A number of further broadcasters
providing online content also operate in the market.
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In terms of audience, considering both theefand
pay TV, the trend concerning the years from 1990 to
2016 that RAI
have always been considerable higher than those of any

shows 6s and
other operator in the sector (the two groups still have,
jointly, a market share represgy more than two
thirds of the total). However, Figure 2.2.19 shows that,
over time, generalist TV audience has been decreasing,
while other operators are gaining a larger public, thanks
to the offer of thematic or sergeneralist contents,

reaching a m&et share equal to 32% in 2016.

As per other operators, 21st Century Fox7/Sky
Italia and Discovery registered good average audience
performance, with shares increasing since 2011 and
equal, respectively, to 8% and 7% in 2016, while Cairo
Co mmu ni c audiencen 8hare, remains almost
unchanged, reaching approximately 4% (see Figure
2.2.20).

With respect to information content, by analysing
the audience of the main news programs, RAI and
Mediaset occupy, once again, the top positions. Again
in 2016, TG1 ad TG5 continue to be the most
followed newscasts, considering both the morning and
evening edition, with the TG1 evening programme
reaching 5 million viewers in the average day (24%

share).
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Figure 2.2.19- Television audience shares (192016, %)
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Figure 2.2.20- Annual audience share on averagg (4)

One of the most appreciated newscasts is the TGR, the Finally, the growing importance of the television news
local newscast pgramme aired on the national report aired by the channel La7 should be underlined,
channel RaiTre, whose morning edition reaches an whose evening edition has a greater audience than the
average daily audience of approximately 2.4 million  newscasts aired by the channels Rete 4 and ltalia 1.
listeners.

Table 2.2.1- Main newscastsaudience

201¢ 201¢ 2016
Channel Newscast  Editon share GITOOT Share pucev Share pucev
(%) (.000) (%) (.000) %0 (000)

RAIUNO TG1 Day 230  3.972 228  3.847 22,2 3.570
RAIDUE TG2 Day 16,6  2.641 16,7  2.619 16,C 2.360
RAITRE TG3 Day 10,1 988 10,0 997 9,7 889
RAITRE TGR Day 16,8  2.857 158  2.620 14,7 2.373
RETE 4 TG4 Day 6,9 494 6,4 471 5,4 369
CANALE 5 TGS Day 19,2 3.008 190  3.018 19,2 2.892
ITALIAL _ STUDIO APERTO _ Day 16,0  2.061 145  1.841 13,2 1.558
LA7 TG LA7 Day 3,8 655 3,3 556 3,2 532
RAIUNO TG1 Evening 238  5.302 247  5.424 24, 5.061
RAIDUE TG2 Evening 85  2.025 84  1.959 8,1 1.852
RAITRE TG3 Evening 10,6  1.781 104  1.741 10,C 1.566
RAITRE TGR Evenng 12,5  2.487 12,3 2414 11, 2.135
RETE 4 TG4 Evening 45 762 4,4 726 3,6 556
CANALE 5 TGS Evening 194 4351 18,2  4.054 18 3.953
ITALIA1  STUDIO APERTO  Evening 7,0 962 6,0 843 5,C 692
LA7 TG LA7 Evening 57  1.291 51  1.119 5,4 1.150

Source Auditel - Nielsen
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Table 2.2.2- All newsc h a n augliensed

2014 201t 2016
Channel Editon Share augence ST ugene  ST@E  audionce
(%) (.000) (%) (.000) (%) (.000)
SKY TG24 21st Century Fox (Sky ltalia) 0,34 35,66 0,40 40,98 0,56 5586
RAI NEWS 24 RAI 0,57 58,99 0,52 53,87 051 51,22
TGCOM 24 Fininvest/Mediaset (R.T.1.) 0,27 28,42 0,31 32,40 0,28 28,40

The data referring to Sky TG24, for the years 2014 and 2015, relates only to the satellite platform, as the audiencemédastmanthannel, which has been aired on
the digital terrestrial platform since 2015, started to be registered fopladkbrm only in 2016.

Source Auditel

RAIl, Fininvest/Mediaset (via R.T.l.) and 21st greater thematic coverage (video content linked to
Century Fox/Sky ltalia also broadcast TV channels radio broadcasts as well as specific and on demand
entirely dedicated to information (the-salled all news services offered on the bhet).
channels), which in 2016 registered audience shares A further specific feature of radio involves its use,
rangirg from 0.28% for TGCOM 24 to 0.51% for RAI which is different but complementary to that of other
News 24, up to 0.56% for Sky TG24. The latter, means, since it can be used together with other means
therefore, appears to have registered the highest of communications and because the listening may
average daily audience (55,860) in 2016, when, for the occur in moments and places (suchcas,trips) during
first time, , in addition to the satellite platform, the which the use of other means, including television, is
surwey also took into account the audience of the not possible. In this regard, it should be noted that

channel aired on the digital terrestrial platform (on r adi o6s audience share is of
which it has been broadcast since 2015). With respect to this, the complementary nature of radio
determines the dstence of an integrated offer,
Radio provided by national broadcasters operating both in the
radio and television market (RAI and Fininvest, above

Radio represents, after television, the second most
accessed means of communications, with an average
daily penetration rate equal to 52% of the population i i )

. On the supply side, the Italian radio market has
and an average weekly penetration rate up to 88% i ) i
i _ ) always been characterized by a high fragmentation,
(source: Eurisko 2016). Radio content continues to be

) ) with operators having a different geographical
available to listeners for free and, as a consequence,

. ) _ . coverage, which ranges from provincial and local areas
advertising sales are the main form of financing,

) ) up to the entire national territory. In particular, the local
representing approximately 80% of total revenues,

. . radio offer is characterized by a large number of
more than four times higher than the second source of

) . . . i ) broadcasters but only few of them are able tachea

financing, i.e. the licence fee of the public broadcasting . . . .

service significant audi ence shar es
vice.

o L audience ranges from municipal to integional
One of the most distinctive features of radio is . . .
_ i ) _ ) coverage while national broadcasters include large
mobile reception; innovative tecblogies and new

. . multimedia publishing groups, active in several media
tools now accompany this feature, which already

: N markets, and vertically integrated also in ternfs o
characterizes analogue broadcasts. The transition to

. ) i advertising sales (including, besides RAI and Fininvest,
digital technology (still ongoing as regards the L.
. . Gruppo Editoriale
transmission through digital DAB + and DMB
techniques, but already consolidated as regavels
retransmission) did not lead to radical changes in
content, even though the emergence of new platforms
has developed

all).
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L'Espresso and Gruppo 24 Oré&urther independents
broadcasters may be identified, such as RTL 102,500,
Radio Dimensione Suono, Radio Italia and Radio Kiss
Kiss. However, oly RTL and Radio Dimensione
Suono are concessidolders, while Radio Italia and
Radio Kiss Kiss entrust their advertising sales activities
to external companies.

In this context, the concentration processes which
have profoundly changed the structure lné hational
market assume particular importance as they led the
Authority to initiate a procedure aimed at identifying
relevant markets and verifying the presence of
dominant positions that may jeopardise pluralism in the
radio sector, pursuant to Artich8, paragraph 2 of the
Corsolidated Act.

In particular, it should be noted that the Fininvest
group acquired sole control of the Finelco group
(except for RMC) in 2016 via R.T 4.Italian Television
Networks,

following the authorization approved byet Italian
Competition  Authority (Autorita garante ella
concorrenza e del mercato)

As regards market structure, the consolidation
operation carried out by the Fininvest group led to an
increase in the degree of concentration in the sector, as
indicatedby the increase in the HHI index, which rose
from 989 to 1,083 points, but remaining below 2,500
points.

In terms of economic resources, it can be observed
that, in 2016, radio financing sources have grown.
More specifically, revenues from advertisingghblily
increased (about 1%), accounting for a total of

486 million Euros. Public resources deriving from
the collection of the licence fee also show a significant
increase of more than 16% (see Figure 2.2.21).

800 -
715 - -
600 @ @ 591 E19 @
566
400 493 460 451 482 486
200
E2 1 B0 &1 Es
0
2011 2012 2013 2014 2015 2016
Rv Licence
Efee Provisions/Convention: Advertising OTotal

Radio revenues from collection of the licence fee were calculated by applying to the total amount of the radio and lieénssidee a percentage equal to the share of
the direct costs attributed to this activity on thelkdirect costs of the public service (thecsdled aggregate A of RAIl's separate accountings). In particular, with regard to
the value of the fee related to the years 2015 and 2016, calculations were made by referring to the separate RAI 2@&6 account

Figure 2.2.21- Total radio revenues according to type (mln

69 See resolution no. 687/15/CONS, on the "Initiation of the procedure for the identification and definition of relevanandatket
verification of dominance otherwise hawurhpositions to pluralism in the radio sector, pursuant to Article 43 paragraph 2 of Law Decree

no. 177 of 31 July 2005".
70AGCM, C12017 Reti Televisive Italiane / Gruppo Finelco.
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RAI, concessionary of the public broadcasting
service, remains theain operator for the year 2016,
reaching a market share of approximately a quarter of
the sector (see Figure 2.2.22), followed by the
Fininvest group, with a market share of 13%, rising to
the second place thanks to thieovementioned merger
operationi. Gruppo Editoriale L'Espresso maintains its
position unchanged, holding a stake close to 10%. RTL
102,500 and Radio Dimensione Suono, the first
national radio stations that are not part of multimedia
groups, show a fairly stable or slightly increasing trend
presenting shares equal to about 9% and 7%
respectively. The remaining part of the market is
represented by some national operators (in particular
Radio Italia and Il Sole 24 ore) and a large number of
local broadcasters

active throughout the nationaértitory that collect,
overall, about a quarter of the resources.

Finally, with regard to audience shares, the analysis
of the audience related to the main national radio
stations (Table 2.2.23) shows that most users listen to
commercial broadcasters. Raditations that focus on
information material, such as Radio 1 and Radio 24,
remain stable at the sixth and ninth places of the
national ranking.

Following the acquisition of Finelco, the Fininvest
group can count on the audience share of several
broadcasrs with a wide and varied list of listeners. In
particular, both Radio 105 and Radio 101 go up two
positions, reaching respectively the third and the
eleventh place of the ranking.

A HHIO=1.083
30
26,5
25 24,7
20
15
9.9
10  — =94
6,8
—0:0.
5 3,9
3.1 =
1.4 1,3
0
RAI Fininvest Gruppo RTL 102,500 RDS Radio Italia Il Sole 24 ore R M C ltalia Radio Kiss Kiss Altri
Editoriale Hit Radio
L'Espresso

A 9,9

2,0

0,7 0.2

-0,2

l
I

'
.y
[
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w
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HHI=HerfindahtHirschman concentration index
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-12,7

Figure 2.2.22- Market shares of the main radio broadcasters (%)

71 Fininvest's market share is calculated on the basis of an estimate which attributes to the group the revenues ofi¢iseacounipzd
following the merger with the Finelco Group for all the year 2016, although the transaction took effect ditpraQIL 6.
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Table 2.2.3- Audienceshares of the main national radio stati(r0s6)

Rank 2016 Difference G Broadcast % Audience
an vs. rank2015 roup roadcaster Average day
1 — RTL 102,500 HIT RADIO RTL 102.5 19,6
2 t GruppoEdi t or i al ¢ RADIO DEEJAY 13,4
3 t Fininvest/Mediaset Radio 105 13,3
4 1 Radio Dimensione Suon RDS Radio Dimensione Suono 13,3
5 1 Radio Italia RADIO ITALIA Solomusicaitaliana 12,4
6 — RAI  Rai Radio 1 11,6
7 — RAI  Rai Radio 2 8,4
8 — Fininvest/Mediaset Virgin Radio 6,7
9 — Gruppo 24 Ore Radio 24- 1l Sole 24 Ore 5,7
10 — Radio Kiss Kiss Radio Kiss Kiss 55
11 ‘I Fininvest/Mediaset Radio R101 4,9
12 — Gruppo Edit or RadioCapital 4,6
13 1 Gruppo Editor M20 4.4
14 — RAI  Rai Radio 3 4,0
15 — R M C ltalia RMC - Radio Montecarlo 3,3

Source dati Gfk Eurisko, Radiomonitor 2016

Radi o Deejaybds audience
while Radio Italia, RDS and M20 show a decline. The
other national radios remain fairly stable.

Finally, it should be considered that in some
geogaphical areas, local broadcasters get equal to or
even greater audience shares than those of national
radio stations. Moreover, the coverage of the national
territory is guaranteed by a very high number of local
broadcasters, so much so that in some poedrthere
may be up to 70 radio stations.

pambof veew, dotalsevenwze p qoraracted by 6.6%g with av
greater reduction in advertising
compared to those deriving from the sale of printed
copies, including addn sales €%), assuming that
contributions angbrovisions remain unchanged

revenues.q%)

Given the strong reduction in advertising revenues,

a decline in the incidence of revenues from advertising
sales in the press can be observed; as a result, revenues
deriving from consumers became the main source of
financing. However, the Italian population tend to use

this information tool less and less, as shown by the

Daily newspapers

Newspapers continue to show the structural decline

exposure rate to newspapers, which registers a daily
average of approximately 28% while the weekly

that has been observed in the last few years, and the average remains below 50% (49.2%) (source: Eurisko
press is the sector that shows the greatest signs of 2016).

suffering (see Figure 2.2.23). From @conomic

72 It should be specified that, in order to correctly attribute revenues to the relevant reference markets, advertisirtg ri@ston
paper products; the advertising revenues from websites and online advertising will be described in the naph fjefag). Revenues
deriving from the users refer, instead, to revenues resulting from the sale of printed copies and those derivingoinogalesiaf all

types.
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Figure 2.2.23- Revenuestate trendand changes 2016 compared to 2015

It is important to underline the sharp decrease in
the sales of paper which have been
experiencing a continuous decline over the last years,
falling by 43% in the fiveyear period 2012016 (see
Figure 2.2.24). Moreover, it should be also noted that
publishers find it difficult to succeed in the digital
transition: in fact, digital copies, which make up about
12% of total copies sold, represent only 6% of total
revenues,iace the ratio between the average unit profit
of digital and hard copies is still very low and accounts
for 0.42 percentage points.

Furthermore, there is not an exact market definition
of what a digital copy should be, especially in relation
to the sale bmultiple digital copies.

copies,
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1.300
1.100

900
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This has led to problems of detection and certification
of the market, an aspect on which the Authority
focused in the cognitive survey conducted on audience
(see section 1.3).

In order to limit the loss in revenues derivingrfr
the sale of newspaper copies (paper and digital),
publishers increased the price of hard copies (see
Figure 2.2.25), a strategy that led, however, to a general
declining trend in revenues, resulting from the sharp
fall in volumes as described above.

The publishing sector is undergoing a significant

consolidation process, like never before. More
specifically,
2014 2015 2016

Figure 2.2.24- Changes in sales of printed newspagenillions of copies)
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Figure 2.2.25- Average saletrends of printed and digital daily newspapers and price index of printed daily
newspapers

over the last year, the daily and periodical press sector
has been affected by two important merger operations.
The first one cocerned the acquisition, by Cairo
Communication (hereinafter also Cairo), of the control
of RCS Mediagroup (hereinafter also RCS), a
publishing company belonging to Corriere della Sera

and Gazzetta dello Sport. Thanks to the second merger

operation, whoselosing was announced for the end of
June 2017, ltedi, a publishing company held by the
newspaper La Stampa, entered into L'Espresso
Publishing Group (hereafter also GELE), together with
the newspapers Secolo XIX and Avvisatore Marittimo,
which were addetb the group last year.

With regard to the first transaction, Cairo
Communication launched a voluntary public offer for
the purchase or exchange of all RCS Mediagroup
ordinary shares. At the end of the subscription period,
on 15 July 2016, RCS shares regmating 48.82% of

the share capital of RCS, were tendered in response to

the offer. As provided for by current legislation, further

RCS shares, representing 10.87% of the share capital of

RCS, were tendered to the offer. According to the
update received bONSOB as of 20 April 2017, the
Cairo group holds a total of 59.83% of the share capital
of RCS Mediagroup.

Thanks to the acquisition of control of RCS, Cairo
Communication became a multimedia publishing
group, with a high diversification of products,
including newspapers, magazines, television and web
services. In 2016, all publications directly or indirectly
related to RCS Mediagroup sold 187 million paper
copies and 33 million digital copies. With respect to
magazines, the 69 periodicals publishedeatly by
RCS Mediagroup now join the 21 publications
distributed by Cairo Editore S.p.A, amounting to 202
million paper copies sold in 2015.

As for the second transaction, on 30 July 2016
Gruppo Editoriale L'Espresso and Itedi, in compliance
with the menorandum of understanding subscribed by
the parties, entered into the framework agreement on
the merger between the two companies aimed at
creating a new Publishing Group. Such operation
requires FCA and Ital Press to transfer 100% of their
Itedi shares t&ELE, in the light of the relative capital
approved on 27 April 2017 by the
extraordinary
Group. Upon completion of the transaction, CIR Spa
will hold 43.40% of the share capital of the new Group,
while FCA am Ital press will hold 14.63% and 4.37%,
respectively. The parent company whose name was
changed to

increase,
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