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Company Profile P

»Headquarter: Heiligenweg 14 (Paramaribo)
»Branches: 7
» Established: January 1981
»100% Government own companys ’
»Employees : 850 -
»CEQ: Dirk Currie rF,
»>2011 Revenue: US$ 104.7 milligf
»Main Services:

» Fixed Telephony

»Mobile _-

i - Cost
»Data services Quality Contro
> Internet - |
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meam \eed for in depth cost modeling 2

» Regulation
»The Telecom market was liberalised in April 2007

»To meet regulatory obligation that tariffs of regulated
end products must be cost oriented

»Open up the market for the benefit of the customers
» Fostering sustainable competition

»Product profitability

»To ensure the use of objectively caused costs for
products/services

» Decision making

»Deep understanding of cost causation to support
forward looking decision making
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Regulatory guidelines @

GENERAL PRINCIPLES

» Cost causality / Cost orientation

»Cost allocated based on cost drivers reflecting the
causation of costs by activities, elements or services i.e.
tariff rebalancing

» Efficiency oriented
»Reflect costs of an efficient operator
» Transparency
» Tariffs based on well defined and traceable models
» Objectivity/Non-discrimination
»Accounting Separation
»Avoid cross-subsidiation between services
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3/20/2013 6



Cost modeling process @

» FAC Cost model; PWC(2001)
» COSITU; ITU (2004)

» The challenge for a new model:
» Lack of support from PWC & ITU
» Flexibility of the models
»Regulatory purposes
» Liberalisation
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Reference checks 2

> Two models:
» Telcordia
>INCA

» Reference checks

» Deutsche telecom ( Telcordia)
» Belgacom (INCA)

» Andorra (own model)
»Guatemala (Telecordia)

» Choice:

» INCA; implemented in 2009
WHAT ARE YOU DOING !
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Software: INCA /e

I

Features:

Incorporates extended set D

of validation checks on D HCA

input data CCA FAC

TD

Incorporates specific LRIC FAC

checks on overall cost

model

Built-in reporting

flexibility HCA — Historical Cost Accounting
CCA — Current Cost Accounting
LRIC — Long Run Incremental Costing
BU — Bottom Up
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T environment INCA o
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Possible links to
other applications

SERVER

Oracle
Databank

such as SAP of
MS Excel

[
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= Tolesur costmodel: &

» Is based on INCA software (TD/HAC)

» A Fully Allocated Cost model:
» Top Down/Historical Cost Accounting

» Activity Based Costing / Building Block
Costing

» The model was implemented in May
2009

» Regulatory process regarding the
Telesur costmodel
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Telesur Model Structure @

PERSONNEL

NON_
TECHNICAL_
PRODUCT _

OVERHEAD COST_POOLS

LOGISTICS COMMERCIAL

NETWORK _ _PRODUCTS

COST_

POOLS
TELECOM I ' J TECHNICAL _

PRODUCT
INFRASTRUC NETWORK_ L
e Sy, BUILDING COST_POOLS
' BLOCKS
ASSETS NETWORK

SERVICES
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]
Activity

Personnel
cost

Based Costing @

Questionnaires — TELE
- time spend to activities

- sales information

3/20/2013

Salary database —
> > Activities
Departments
. Allocation
Percentage
Overheads v
isti Cost drivers
& Logistics
General ledger N
services
A\
R Service
Direct allocation to services Cost
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Building Block Costing

Cost of Assets

Commercial Services use capacity of the

Network Building Blocks and Network

Cost of Telco
Infrastructure

Services:
Driver is based on combination of

- Service volumes (minutes, calls
Subscribers)
- and quantity of building blocks / network

ervices on “average” route

Network Building

Blocks

= ROUTING FACTORS

3/20/2013

\

Network Services

v

Some Network BB can be combined
or split into Network Services (for

example: transmission links

moO-—<20Mw

—n OO
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BBC drivers example:
Routing Factors Approach

%

Routing factor Model: Final uploaded result in INCA

oSt Drive
Tl Report2on Routea eS as derived fro
Table Miewr 0 g facto ode
| & | 8t

METWORK_BUILDIMG _BLCCES

ETWwiORK_BUILDIMG_BLOCKS

03 _Moeder_Centrale_Traffic

Destination of allocation =
[Technical Product cost pools] Sub-

services using the building blocks

MName

Ditiver

Quantity

Tokal Quankity

MODULE

ELEMENT

rouked minubes

136.267.771,233. ..

444.758.367,616,

TECHMICAL _PRO...

pots to transgate

METWORE_BUILDING_BLOCKS

403_Moeder_Centrale_Traffic

ouked minukes

1.950.121,71125...

444.758.367,616,

TECHMICAL _PRO...

CDMAeq o Yastk

METWOREK_BUILDING_BLOCKS

403_Moeder_Centrale_Traffic

ouked minukes

F72.141,034933. ..

444.758.367,616,

TECHMICAL _PRO...

prepaid ko vast

METWORE_BUILDING_BLOCKS

403_Moeder_Centrale_Traffic

ouked minukes

£56.540.546,241. ..

444.758.367,616,

TECHMICAL _PRO...

pots to vask

METWOREK_BUILDING_BLOCKS

403_Moeder_Centrale_Traffic

ouked minukes

3.3594.256,353335. ..

444.758.367,616,

TECHMICAL _PRO...

poks ko prepaid

METWORE_BUILDING_BLOCKS

403_Moeder_Centrale_Traffic

ouked minukes

45.6:24.030,51 2033

444.758.367,616,

TECHMICAL _PRO...

fransgate bo wask

METWORK_BUILDING_BLOCKS (404 _G3M_M3C ouked minukes 125.613.203,966,.. 591,721,281, 6468 [TECHMICAL _PRO... |33M to transgate
METWORK_BUILDING_BLOCKS (404 _G3SM_M3C ouked minukes £12.611,260263,..|5391.721,2581,646.8 | TECHMICAL_PRO.., |G5M to Datanet
METWORK_BUILDING_BLOCKS (404 _G3M_M3C ouked minukes 129,931.733,273... (991,721,281, 6468 [TECHMICAL _PRO... |transgate ko G3M
METWORK_BUILDING_BLOCKS (404 _G3SM_M3C ouked minukes 2.705,433,0729:2, .. |991.721.281,646.Q [TECHNICAL _PRO... |33M bo SM3C
METWORK_BUILDING_BLOCKS (404 _G3SM_M3C ouked minukes 330.563.690,854. .. 591,721,281, 646, YTECHMNICAL _PRO... |G3M bo G3M
TWORK_BUILDIMG_BLOCKS 404 _GSM_MSC routed rinutes £.639.559,2180791|391.721.281,646.., HMICAL PRO. ., |SMSC Eo 350

K
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Fixed en Mobile Service 2

(Amounts in USD)

45,000,000
40,000,000
35,000,000
30,000,000
25,000,000
20,000,000
15,000,000

10,000,000
5,000,000

(5,000,000)

Result Per Product

Fixed National
call

Mobile National
Postpaid call

Mobile National
Prepaid call

O REVENUE

3,319,301

3,880,514

41,996,713

B COSTS

5,356,861

3,448,193

31,640,632

'Y RESULTS

(2,037,560)

432,321

10,356,081




Conclusions 2

» Complexity of costing activities shouldn’t be
underestimated:

» A successful system requires a combination of
technical, financial and behavioural expertise
matched with appropriate technology resources.

» Use a flexible cost modelling tool that enables In-
depth cost structuring an analysis.
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Thank you!

Telecommunication Company of Suriname (Telesur)
Lydia Clarke - Misidjang: lydia.clarke @telesur.sr
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