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1
General

1.1
At the kind invitation of the Superintendencia de Telecomunicaciones de Guatemala, the Tariff Group for Latin America and the Caribbean (TAL Group) met in Guatemala from 6 to 8 November 2002. The meeting was attended by 32 participants from 16 countries (see full list of participants). The meeting was preceded by a 2 day Seminar on tariffs organized conjointly by the Telecommunication Development Bureau (BDT) and the Telecommunication Standardization Bureau (TSB).

1.2
The acting Chairman, Mr. Cleveland Thomas (Trinidad and Tobago) chaired the meeting. The acting Vice-Chairman, Mr. Pedro Oliva Brunet (Cuba) was absent and in his place Mr. Campos Vanderlei (Brazil) was appointed to act as Vice-Chairman. 

2
Adoption of the agenda and review of the available documents

2.1
The draft agenda was adopted with two minor amendments, i.e. inclusion of a review of the last TAL Report and a report on the results of the ITU Plenipotentiary Conference (Marrakesh, 2002). At the beginning of the meeting, the TAL Group had before it one white and three delayed contributions and a number of temporary documents. 

3
Review and follow up of the TAL Group activities

3.1
The TAL Group reviewed the report of its previous meeting held in Cuba, on October 23 to 25, 2001, and agreed on the study items on which the Group should concentrate its efforts. The TAL Group reviewed the results of the inquiry into tariffs applied in Latin America and the Caribbean, updated its cost methodology including interconnection and access issues, and deliberated its position on the different study items discussed during the Study Group 3, June 2002 meeting.

3.2
While checking the documents available, the TAL Group participants noted once again that the documents sent by TSB did not always reach the person concerned in the Administration. To resolve this problem, the BDT at the last meeting had agreed with the TSB to provide the TSB with the latest list of TAL Group Subscribers. This was done but for one reason or another the problem was repeated.

The members agreed that there is a need to study and develop options to ensure that the documents reach the right people. Participants were encouraged to submit their suggestions over the TAL reflector.

4
Report on the results of the ITU Plenipotentiary Conference 

(Marrakesh, 2002)

Under TD.4, TSB presented a selection of extracts of documents from the report on the results of the ITU Plenipotentiary Conference (Marrakesh, 23 September to 18 October, 2002). The documents were discussed. Members found the Resolutions very important and useful but being unfamiliar with the issues and with limited time, there was a need to study the Resolutions in more detail. To this end, it was agreed that

· Each country should obtain and study relevant Resolutions

· Comments and or questions are to be placed on the reflector

· Minutes of the meeting has been circulated by Guatemala.

5
Results of inquiry into accounting rates and collection charges

The TAL Group examined the results of the survey on tariffs as applied in the TAL region (Delayed Contribution D.6). It considered that while the work done was of great use for analyzing tariff situations in the TAL region, because of the few replies received (seven), it was not very representative of the region. 

Therefore, the TAL Group decided to set up two groups to develop proposals for the the following questions: 

a) what changes are to be made to the questionnaire to make it clearer and encourage more responses and make it more relevant to the current environment ?

b) What methods are appropriate to determine the maximum level of the accounting rate for direct traffic relations in voice telephony between countries in the region and based on this, what, if any, is the proposed rate ?

Based on the recommendations of the small groups, the Questionnaire was revised and will be used for the next TAL survey. Using the reflector as necessary, this group will seek to improve the questionnaire based on comments received. The group will also focus on ways to obtain more replies to the questionnaire. 

The TAL Group also decided to revise each year the maximum accounting rate indicated in the Recommendation D.400R, according to the results of the survey, and to change the maximum accounting rate from 0.68 SDR to 0.47 SDR per minute for the exchange of traffic within the TAL region (using the average rate method for 2000 and 2001). Suriname reserved its position on this revised rate.

6
Review and implementation of the TAL cost model

6.1
The TAL Group examined the TAL interconnection and access cost methodology. Summaries of the comments on the model are attached as Annex 3 and Annex 4.
6.2
The TAL Group took the following actions: 

a. A rapporteur group to be headed by the representative of Jamaica, Mr. Courtney Jackson was created to coordinate comments received under each annex in 6.1 above and to propose a recommendation or modifications regarding this topic.

b. A TAL cost reflector will be created by the ITU to facilitate the work of the rapporteur group.

c. All TAL members are expected to submit comments including the BDT senior cost expert, Mr. John Prince.

d. The group will have its first report ready by the end of the first week of December 2002 and members of the TAL Group in attendance at the SG3 meeting will meet informally to discuss the report of the rapporteur group.

7
Mobile service termination rate

The TAL Group fully supports the cost causation concept as the basis for determining rates for international traffic termination on mobile networks in all markets, and believes that in general, the costing elements are substantially the same for fixed line network termination and mobile network termination. The difference has mainly to do with the level of the different cost components. Nevertheless, while the mobile rapporteur group is conducting its study on the issue, the group recommends that operators in bilateral negotiations substantiate the level of their mobile settlement rate (if different from fixed network rate) by providing costing, benchmark rates or other information as agreed between both parties.

The Group also believes that Regulators should be encouraged to take an active role in ensuring that the settlement rate covers all relevant costs. Further, network externalities (still to be defined and studied, but, should include network expansion costs in uneconomic and unprofitable areas) should be included as part of the cost of services. 

8
Code of conduct for accounting rate negotiations

The acting Chairman made a verbal presentation of the results of the Mobile rapporteur group meeting held in Tobago a week before. The TAL Group supports the proposal by Guatemala under D.5 for a set of code of conduct (principles) for accounting rate negotiations. The Group believes that this will go a long way in assisting developing countries, particularly the least developed countries, in their negotiations with larger administrations which by their very nature, have a greater influence and negotiating power. The TAL Group also recommends that the code of conduct form part of the Recommendation, possibly in Section C.2 of Annex C to Recommendation D.140.

The principles are as follows:

1. Each party should act truthfully. All information given to the other party should be factual in order to lead the negotiations in the right direction.

2. The parties should negotiate freely and make agreements voluntarily. Any kind of coercion, including on the part of the regulatory authority should be avoided.

3. Each party should act constructively. Any offer, proposal, action, etc. should be directed towards reaching an agreement. Complex concepts should be simplified as much as possible.

4. Each party should act expeditiously. Delays should be avoided.

5. Regular re-negotiations and future amendments of agreements should be possible.

6.
In the case of continued disagreement, a mechanism for mediation should be used.

9
Regional and Bilateral Agreement

The group exchanged experiences of liberalization in their markets, including interconnection rates determination in the absence of cost information.

10 
Shortening of the Settlement period

The Group supports the proposal to shorten the period for settlement of accounts as proposed by Guatemala under D.5. It was however unanimously agreed that this should be viewed as an initial step and that the ITU SG3 should establish clear timeframes to further shorten this period. The recommendation is that the overall timeframe should be reduced further by no less than 30 days by December 2003.

11 
Call back and Implementation of Resolution 29
TAL members believe SG 3 should continue to study the economic effects of call-back and its equivalents based on the resolution. The Group also recommends that other alternative calling procedures should be studied, including "IP telephony" and refile.

12
IP telephony

TAL members expressed a desire to obtain more information on this issue. As an initial step, the Group agreed that they should follow the deliberations of the IP Rapporteur group over their reflector. 

13
International Internet Connectivity

Mexico presented their delayed contribution (D7) to the Group. The TAL Group agreed that regulation of the Internet is important and decided to take the following actions:

1. Adopt the Mexican proposal and submit via the international internet connection reflector, and 

2. Submit to the SG3 December meeting, the proposal beginning from the sections under “Regulations” as a delayed contribution.

The TAL Group agreed to examine the proposal from China and to evaluate the traffic in the region. It will also examine the case study realized by ASIET concerning Internet traffic in the region and complete this case study, if required.

14
Overall

It was agreed that for TAL to be effective, members should:

1. Make every effort to ensure that their Administration attends the next SG 3;

2.
Submit contributions on the TAL reflector.
15
Closing

Mexico agreed to host the next TAL meeting in May 2003. 

Annex 3

TAL interconnection Cost Methodology 
Summary of comments

1 Data requirement as listed in the tables for the application of the model is sufficient.

2 Sequence of data collection and source from which data would normally be collected need to be made explicit.

3 There is a need to link relevant tables i.e., provide a reference trail and clearly identify:

· The outpout of each table;

· where the output is then transferred, and

· the product(s) or service(s) to which the output relate.

4 Administrations are to select the most appropriate method of cost allocation for indirect and common costs. Additionally, the depreciation charge policy is to be determined by individual administrations.

5 Other elements that should be recognized that may affect the service cost:

· Government surcharge and

· Network externalities

6 A cost of capital guide is required, including the principles for determination of the parameters of the formula.

7 To determine the efficiency factor, other that spare capacity, the following may also require attention; excess inventory, business processes and labour costs. To this end, it is recommended that a “total productivity factor” be developed to incorporate these and any other relevant items. This factor may be similar to that of the “X” factor under Price cap regulations.

8 Need to prepare a step-by-step approach of the methodology to better understand and follow the model.

9 Need to clearly note the differences between the TAL and the COSITU models.

10 Information on forecasted traffic should be made available to the regulator and treated with the strictest confidence.

11 Need to clearly define how USO and access deficit are to be determined and where it is proposed to be included in the model.

12 Need time to do a comprehensive evaluation of the methodology and the model to determine its usefulness. Independent verification of the integrity of the methodology should be a prerequisite before the software is developed. Subsequent to the development of the software, beta testing should be conducted by identified corporating operators and regulators. 

13 The software model should address the following: 

· Inter-company service costs and transfers;

· Currency depreciation’;

· Unbundling of signaling and synchronization costs;

· Wholesale/interconnection costs as part of total service costs.

14 Support from the BDT is needed to make the appropriate changes to the model.

Annex 4

Guatemala meeting


TAL access cost methodology
Summary of comments

1. The model to be revised to determine access cost on a per minute basis.

2. The model to be revised to include wireless access in the local loop network.
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