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1 Introduction

(1) The preliminary draft decision of the Electronic Communications Office of Iceland (ECOI)
on the Weighted average cost of capital for 2026 was submitted to national consultation
which lasted from 13 July until 17 August 2026.

(2) Submissions were received from Ljdsleidarinn ehf. (Ljosleidarinn). In Appendix | one can
find the submissions from Ljosleidarinn in their entirety.

(3) Inthe following section, ECOIl has summarised the main points of view of Ljosleidarinn
regarding the ECOI draft decision and the position of ECOI.

2 Ljosleidarinn views

Ljosleidarinn

Beta coefficient

(4) The following is stated in Ljosleidarinn’s comments on page 1:

“It would be appropriate for the Electronic Communications Office of Iceland to publish
an Icelandic sensitivity analysis to demonstrate whether the selected beta coefficient is
consistent with the risk of the relevant market.”

The position of the ECOI

(5) According to paragraphs 39 to 45 of the European Commission’s WACC Notice, beta
should be based on a peer group of listed electronic communications companies. In selecting
companies, consideration should be given, among other things, to the liquidity of shares,
ownership and investment in electronic communications infrastructure, principal activities
within the Union, and investment-grade credit ratings. Beta should also reflect the
companies’ systematic risk relative to the market.

(6) In ECOl's view, there is no Icelandic listed company that is fully comparable to the
operation of electronic communications infrastructure and also meets BEREC’s criteria for
reference companies. Although data on Icelandic electronic communications companies may
provide supplementary information on the domestic market, such data are not considered
sufficiently comparable or reliable to form the basis for determining the beta coefficient
under WACC 2026.



Ljosleidarinn

Risk-free interest rates

(7) In section 3 of Ljésleidarinn’s comments on page 2 concerning risk-free interest rates,
Ljésleidarinn states:

“Ljésleidarinn proposes that the Electronic Communications Office of Iceland use the five-
year average of 10-year long-term interest rates published by the Central Bank of
Iceland.”

The position of the ECOI

(8) Paragraph 31 of the WACC Notice recommends weekly observations, and according to
paragraphs 33 to 36 the risk-free rate should be based on domestic government bonds,
generally with a remaining maturity of around ten years. The data source should be reliable,
transparent and accessible, cf. paragraph 36 of the WACC Notice: “to ensure consistency in
estimation of the RFR, it is preferable to use a single, reliable, transparent and easily
accessible source of information for government bond yield”.

(9) From the perspective of accessibility, arguments can therefore be made for using the
Central Bank of Iceland’s lending rates, while transparency rather supports the use of market
yields. ECOI also notes that the specified rates are not “government bond yield”, but rather
synthetic government bonds, as stated in the discussion of the rates on the Central Bank of
Iceland’s website.

(10) ECOI uses a five-year average of 10-year long-term rates published by Kodiak, sourced
from Nasdagq, instead of the Central Bank of Iceland.

Ljosleidarinn

Debt ratio

(11) In section 4 of Ljdsleidarinn’s comments, the company points out that ECOIl would
examine specifically whether there is reason to assess debt ratios for those companies listed
on the market for comparison with the BEREC benchmarks.

“It is furthermore proposed that the efficient capital structure of electronic communications
infrastructure operations be assessed specifically with reference to Mila and Ljésleidarinn, and
to other infrastructure undertakings as appropriate.”

The position of the ECOI

(12) According to Article 16 of Regulation No. 555/2023, ECOI shall determine WACC for
individual electronic communications markets, taking into account, among other things,
efficient gearing. According to paragraphs 39 to 40 and 51 to 54 of the WACC Notice, the
capital structure is assessed with reference to a peer group of electronic communications
companies, and the debt ratio is defined as the ratio of debt to the combined value of debt
and equity.

(13) The capital structure under BEREC’'s WACC methodology is based on a peer group of
electronic communications companies, rather than individual domestic undertakings. Since
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there are so few Icelandic electronic communications infrastructure companies, it is
appropriate to consider domestic companies together with foreign companies when
assessing an efficient capital structure.

Ljosleidarinn

Debt premium

(14) On page 2, in section 5 of its comments, Ljésleidarinn submits a comment on the debt
premium used by ECOI from BEREC. The company points out that Article 16 of Regulation No.
555/2023 states that the debt premium shall reflect the normal premium of undertakings in
the market.

(15) Ljosleidarinn states that:

“Ljosleidarinn considers that the actual debt premium in the domestic market is significantly
higher than the benchmark proposed by BEREC. Public data show that the premium on issued
bonds by Mila and on Nova’s debt is substantially above the BEREC benchmark. Ljdsleidarinn
therefore proposes that the Electronic Communications Office assess the actual cost of capital
of Icelandic electronic communications undertakings in accordance with Regulation No.
555/2023.”

The position of the ECOI

(16) According to Article 16 of Regulation No. 555/2023, the pre-tax cost of debt shall be
calculated as the sum of the risk-free rate and a debt premium reflecting the normal premium
of undertakings in the market. According to paragraphs 55 to 57 of the WACC Notice, the debt
premium shall be assessed as the difference between the yield on long-term corporate bonds
and the domestic risk-free rate, based on comparable maturity, and the cost of debt shall be
calculated as the sum of the risk-free rate and the debt premium.

(17) WACC shall reflect the normal cost of capital of an efficient operator, not the financing
terms of individual undertakings. In ECOI’s view, the available data do not demonstrate that
BEREC's methodology systematically underestimates the cost of capital of an efficient
operator in Iceland.

Ljosleidarinn

Separate WACC for electronic communications infrastructure

(18) In Ljésleidarinn’s opinion, on page 2 in section 5, Article 16 of Regulation No. 555/2023
clearly gives grounds for assessing a separate required rate of return for electronic
communications infrastructure operations where its risk profile differs from that of integrated
retail and service operations. The provision refers to risk in the “relevant market”, provides
for WACC for “individual electronic communications markets”, permits different required
rates of return for individual operating units, and requires account to be taken of conditions
in the domestic market.



(19) Ljdsleidarinn states that:

“It is therefore proposed that the Electronic Communications Office of Iceland assess WACC
separately, on the one hand for wholesale and infrastructure operations and, on the other hand,
for electronic communications undertakings engaged in retail and service operations, and
provide reasons as to whether one common WACC or further differentiation is justified.”

The position of the ECOI

(20) According to Article 16 of Regulation No. 555/2023, the required rate of return shall
reflect the risk associated with operations in the relevant market, and ECOI determines WACC
for individual electronic communications markets. The WACC Notice also distinguishes
between systematic risk, which is reflected in the cost of capital, and specific risk that can be
diversified away and is therefore generally not included in CAPM.

(21) In ECOI’s view, it cannot be ruled out that different activities may, in some cases, justify
different WACC values. However, the available data do not demonstrate a sufficiently clear
and measurable difference in risk between infrastructure operations and retail activities to
justify such differentiation in determining WACC for 2026.

Ljosleidarinn

Specific risk premium for investments in very high-capacity electronic communications
infrastructure (VHCN)

(22) On page 3, in section 6 of Ljésleidarinn’s comments, it is stated that Commission
Recommendation (EU) No. 2024/539 provides a clear substantive basis for a specific risk
premium. According to paragraph 64, the allowed return shall take account of the risk of the
relevant investment. Paragraph 67 specifically provides that, when pricing access to very high-
capacity electronic communications infrastructure, consideration should be given to a
premium on top of the appropriate WACC for the additional and measurable risk of new
infrastructure investment, including newly constructed facilities.

(23) The premium should cover risk that is additional, measurable, and not already included
in the base WACC, the cost model, revenue forecasts, or other adjustments. Likewise, the
premium should be reduced or eliminated to the extent that the risk is shared through long-
term agreements, advance payments, minimum purchase commitments, or other binding
commitments. This delineation is consistent with Article 16 of Regulation No. 555/2023,
under which the required rate of return shall reflect the risk of the relevant market and
different required rates of return may be determined for individual operating units, taking
account of conditions in the domestic market.



(24) Finally, Ljosleidarinn states the following:

“There are numerous precedents where a specific premium has been applied,
including in Germany and Italy. The foreign precedents show that a specific premium
is justified and based on reasoned evidence.

It is proposed that the Electronic Communications Office of Iceland examine whether
it is appropriate to determine a specific risk premium for the Icelandic electronic
communications market.

Ljésleidarinn’s WACC assessment, a 4.98% real pre-tax required return, is a baseline
required return without a specific premium. Ljdsleidarinn does not consider it
sufficient to assume, without justification, that investments in very high-capacity
electronic communications infrastructure carry no additional risk beyond the base
WACC assessment.”

The position of the ECOI

(25) The European Commission’s 2019 WACC Notice applies to legacy electronic
communications infrastructure and does not preclude an additional risk premium from
applying to certain new investments. Commission Recommendation (EU) No. 2024/539 also
provides that the appropriate WACC, determined in accordance with the WACC Notice and
BEREC's annual report, forms the basis for a project-specific WACC for new investments in
very high-capacity electronic communications infrastructure.

(26) According to paragraphs 64 to 73 of the Recommendation, a specific premium for
additional and measurable risk associated with new infrastructure investment may be
considered. Such an assessment must be linked to the relevant investment and take account,
among other things, of demand, construction, technology, market and societal risks. It must
also be ensured that risks already reflected in the base WACC, cost model, revenue forecast,
or other assumptions are not double counted.

(27) Specific risk premiums have, in individual cases, been applied abroad in connection with
the deployment of new infrastructure. Based on the market information relied upon, it has
not been demonstrated that there are grounds for adding a specific risk premium to the base
WACC for 2026.



