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Simon Forge, SCF Associates Ltd

Following a study for European Parliament's committee on Industry, Research and Energy (ITRE) with briefing for European Parlioment, Jan 2007, a
Technical-Economic note on Technical Aspects, Transparency, and Data and Proposed EU Regulation of Roaming, Communication 11 SEP 2013
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The beginning of the end of roaming - EP vote 2007

. ROAMING
RATES

4 . 4-minute call, Euros, 2007
01 2 345 67

Germany to Poland ‘

Italy — Czech Rep

European Parliament cut roaming rates
23 May 2007- near unanimous, capped at :-
* 0.49 Euros to make a call in EU

 0.24 Euro/minute for incoming call

* Implemented from mid-August 2007

Spain - Portugal
Ireland — UK

Czech R— Germany
Sweden - Finland

ND — Belgium

By July 2012:

* 0.29 Euros to make a call in EU

 0.08 Euro/minute for incoming call

* 0.09 Euro per SMS

0.70 to download /browse Internet, in kB)

France — Germany
UK- Spain

Estonia- Finland

EU cap

Sources: European Commission, FT 24May07
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Does a cross-EU call
really cost so much
more than a
DOMESTIC national
call for voice or data?

Domestic Charge

scalling party pays

SCF ASSOCIATES Ltd 2013 all rights reserved

Roaming

Charge

*up to 4 times
domestic or more

*both calling
and called party

pay
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The cost basis for international mobile roaming (IMR) charges

= Examine using a bottom-up view of assets employed compared to
domestic operations:-

Network assets

CDR management
*Business support systems (billing and customer care assets)

= Discussion of whether the latter tends to show that the cost of IMR is:-
«often inflated, and

emay not justify the wide variance in surcharges by operator and by
country
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Simplified mobile roaming infrastructure follows Asbantes im
standard roaming architecture (UMTS/GSM)

Billing details
under roaming ——— Roamed (visited)
agreements
™y
Home as TAP file network

ne.two[;if/ Interconnect A \

Billing system(s)

Billing system(s)

Core network
+ Metering & discovery
all \ elements

Transit

D reqistered for ID registered
Cuge”t_b ] for visiting
SUDSCrbers subscribers

DRs
P

Core network
+ Metering

elements
network (s)
_ Internet
Internet ‘ International Local and
atewa : : gateway
g Y calls international
I calling via T
- . P car
gt 8 | Fixed network nvelf\;\t;?k |dentifiers*
=% SIM card (PSTN etc) o
Bt Identifiers®
) | _ _ HLR Home Location Register S
o Fixed line phone CDR Call Data Record
P VLR Visiting Location Register
TAP Transferred Account Procedure
SIM Subscriber Identification Module
_ * Specifically IMSI - International mobile subscriber identifier
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Inside each MNO - there are the charging, billing
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and customer care business processes via the BSS

A 4

Operational planning

Customer care

*CRM (Customer
relations management)
application S
*Credit control

*Debt treatment
sCustomer databases

A
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. 4 Billing
| Network operations |Amivation
Y Financial accounting package +
Network management
Charging Billing package:
g _*Billing management module
_ Network interface ~ +Input CDR processing module
Mobile ) -Mediation system > *Roaming/interconnect module
Core CDR silo *Billing / Rating module
Network 7 Billing data preparation
NS
I — sCustomer records
nternationa *Supplementary services
LoclillLLy *Fraud detection and control
data transfer !
as TAP Files, | Bill preparation and printing
possibly
using EDI server
system v
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TAP Files under IOT*
roaming agreement

( interconnected networks (PSTN, GSM/
GPRS/ 3GPP UMTS & LTE / WLAN)

Customers

Roaming
calls

*|OT : Inter-operator tariffing
TAP Transferred account procedure
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Today, MNOs use various options for cutting basic Alsbarss i
Opex and Capex when moving to EU-wide operations

*Consolidation of national BSS data centres and OSS NOCs to one or 2 pan-
European centres, especially useful for advanced services (data and media, online
transactions for shopping etc). Also has lower energy cost profile - may be 10% -
30% of Opex

*Qutsourcing — using the billing systems and other BSS components from large
MNOs with spare capacity — especially useful for MVNOs

*Offshoring — especially for customer care
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. CE
Actually 2 roaming markets ASsbousres i
wholesale negotiated between MNOs and fixed line carriers on bilateral terms

Where regulatory controls need to be applied —

using the domestic market price as reference
(and the latest EC single market Communication is aimed at, Sept 2013)

2012: EC notes all
MNOs staying at

*E Y ENGH nhendtcal

retail competition -
more like collusion

Competitive ?? mark-up

/

Regulatory control has been applied hoping savings would

be passed on into retail market — some hope !

- while the wholesale market is just as open to collusion between operators to
fix prices as the retail market

. *Inter Operator Wholesale Tariffs
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EC Legislative Package SEPT 2013: roaming as part Asbernres i

of larger industry reforms
- Connected Continent: Building a Telecoms Single Market , 11 SEPT 2013

For intra-EU roaming:-
» Remove called-party payments (ie on incoming calls) from 01July 2014

= Qutbound, mobile-to-mobile calls Intra-EU capped at €0.19/minute + VAT
= Target - phase out roaming charges altogether in 2016

= BUT MNO:s largely free of European roaming regulation, if they extend their
domestic plans/bundles from 2014 so that by 2018 at latest, customers charged at
domestic rates* for voice and data across all EU MS — offer 17 country package

= Transition from July 2014 (‘glidepath’) allowing operators to adapt either the
number of plans they offer, or the number of countries they cover at domestic rates.

= |n practice, MNOs have a choice, either:-

1) Offer plans that apply everywhere in the European Union ("roam like at
home"), with prices driven by domestic competition, or
2) Permit customers to “decouple”: ie opt for a separate roaming provider who
offers cheaper rates (without buying new SIM card).
= Cap prices of EU-wide calls at the level of long-distance calls within an MS
= Mobile licences in one EU member state valid in 28 MS - carriers have to charge
the same service rates in every EU country, forming alliances in MS where they do
not operate ie mandating the creation of operator alliances for Pan-European

service plans *http://ec.europa.eu/digital-agenda/en/node/67489/#roaming
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Future roaming trends : indicated by DUPUIT curves*  A&Sciares
for public services demand — expansion in Intra- EU traffic

Non-linear expansion in demand
if the price perceived as
effectively ‘near-zero’

— in this case, it would be for the
difference with domestic tariffs
being perceived as ‘near-zero’

- thus volume would increase
suddenly and use of assets
would be maximised

SCF A=zociates Lid

Non-linear demand point

Price of publicly available services

Number of users

At a certain price point, demand departs non-linearly as the ‘perception of freeness’ is reached.

Confirmed for telecoms services from studies by Donald Kridel, 1990, Univ Missouri.
*De la mésure de I'utilité des travaux publics, 1844
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