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Agenda

= A brief summary of COSITU

= Some statistical results

= Code source release

= Cost model development - training

= Overview of related ITU-D
activities




COSITU

COSITU is an ITU-designed software for
calculating telephone service costs, tariffs
and interconnection rates.

This model is based on principles of
enhanced fully distributed costs (FDC), using
activity-based costing (ABC) principles.

It adopts the ITU-T’s D-series
Recommendations on general tariff
principles.




Main users of this model

Policy-making bodies
Regulators and public authorities

Fixed and/or mobile telephony operators
and service providers
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Costed services

_______________________________________________________________________

. Basic telephone services

= Local/urban | Transit services |
= Trunk/interurban = International to international traffic |
~® International outgoing = International to subregional traffic
~® International incoming 1= Subregional to international traffic
= Subregional outgoing = Subregional to subregional traffic

= Subregional incoming

............................................................................................................................................................

...............................................................................................

- Interconnection services

= International to national traffic

= National to international traffic

= Qutgoing national traffic

= Incoming national, single transit traffic
= Incoming national, double transit traffic
= National to national traffic i

________________________________________________________________________________________________
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Implementation
sequence
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Creation of new session for a
specific year

Inputing of reference data

Selection of methods for traffic
evaluation and cost estimation

Inputing of data required for traffic
estimation and calculation

Inputing of accounting data for
cost estimation and calculation

Inputing of current tariff data

Calculation of tariffs and use
of simulation module




Stages of cost-orientated charging

allowed by this model>

*Cost of eAmortization *Cost of *Unit «Cost-
network rules functional endogenous orientated
components *Equipment support cost of endogenous
*Operation price trends eldentifiable services tariffs
and *Cost of direct and eTax eTariff
maintenance capital indirect costs components rebalancing
Costs *Other sUniversal *USO
«Service common costs service simulation
traffic *Routing table obligations

«Cost

distribution
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“Bottom-up” or “Top-down”

* The difference between these two methods
lies in the way the cost of network
components is determined:

» Bottom-up (“scorched node” or “earth
node”): a fictitious network is worked out
from an estimate of traffic needs based on
statistical data;

» Top-down: the existing network is the
source of all information.

= COSITU accommodates both, the initial stage
for the bottom-up method being completed
outside the model.
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Some statistical results from the Tariff policies
survey...

Determination of Price of domestic telecomm services in the world
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Accounting methodologies used by EU-25 In
the setting of fixed termination rates
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Accounting methodologies used by EU-25 In
the setting of mobile termination rates
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ITU Cost model strategy

Based on the fast changing information
and communication technology (ICT)
environment

The difficulty to upgrade COSITU at the
same rhythm

The Increasingly use of other models
developed by private firms by Regulators

Tallor-made cost models cost are very
expensive

ITU has limited resources to develop this
type of model -
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ITU Cost model strategy

ITU is preparing the release of the source code of
COSITU to national regulatory authorities

This code source release will be available soon in a
protected website, permitting a discussion forum
and the exchange of new developed versions

This release will include Terms of Reference and
Technical specifications for the upgrading of the
software taking into account new regulated services
(Wholesale level: broadband internet services, sms
(origination, termination, transit), national roaming
(roaming in); Retail level: dial up internet, retalil
broadband internet services, sms, etc.)




Cost model development

= |[n 2008, ITU developed a two-week In-
depth training course on cost model
development, including long run
Incremental cost models (LRIC) to keep
pace with technological and market
developments

= |n addition of a two-day Executive-Level
training event designed for Heads of
Regulatory Authorities on the strategic
Impact of cost models
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Objective

=" To provide technical staff from
Regulatory Authorities with
sufficient cost modeling tools and
knowledge to enable them to
understand how to develop their
own cost models or to adapt
existing cost models to the
changing environment




The focus

Analyze and describe in detail the different costing
methodologies applicable to telecommunications/ICT
(e.g. LRIC, LRAIC, FDC, ABC, etc.) and showcase
alternative methods of price regulation (such as
benchmarking, price cap, accounting separation, etc.);

Provide a detailed presentation of existing available cost
models (e.g. COSITU, World Bank Model, European
Union) as well as some private enterprises cost models
examples;

Provide participants with a concrete step-by-step check
list to determine which method and methodology to
apply in accordance with their national context;

Explain the importance of the data collection process:
how to collect the datal!!
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The focus

= Enable participants to test the models using different market
environments, taking into consideration the number of operators
(fixed and mobile), and the different telecommunications
services, such as:

» fixed,

mobile,

voice,

SMS,

roaming,

Internet,

VolP,

Mobile TV, etc.;

= Offer an overview on how to adapt cost models to NGN
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The methodology iIs based on practice and
experiences
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This training will be replicated in 2009

In regional training in coordination with the

Centres of Excellence in local languages:

America: In Spanish for Latin American
countries to be held in Honduras, September
2009

Africa: In English for English-speaking African
countries in Namibia, June 2009

In French for French-speaking countries in
Senegal, December 2009 (tbc)

Arab States: In English and Arab In
coordination with the Arab League of
Regulators (tbd)

Asia and Oceania: Not reqguest
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Other I1TU-D related activities

International mobile roaming,

The impact of international gatewa
liberalization,

Regulatory accounting Guide,
Efficient Network implementation Guide.
And other interesting studies published

At + P it 1 " —

~__in the ITU-D finance website ...

www.itu.int/ITU-D/finance/
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e
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http://www.itu.int/ITU-D/finance/

ICT Regulation Toolkit ==
Module 1: Regulating the .-
Telecommunications Sector: Overview

Module 2: Competition and Price Regulation

Module 3: Authorization of
Telecommunication/ICT Services

Module 4: Universal Access and Service
Module 5: Radio Spectrum Management
Module 6: Legal and Institutional Framework

Module 7: New Technologies and Impact on
Regulation




Global Regulators’ Exchange
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http://www.itu.int/ITU-D/grex/

ICT Eye Database

= |CT Statistics
= Regulatory Informatlon

= Tariff Policies
= Scientific Institutions T
= WSISS Stocktaking B

Committe d to ecting the world X



For more information on cost
and tariffs in 1 TU-D

Telecommunication Development Bureau
» www.itu.int/net/ITU-D/

Regulatory and Market Environment Division
» www.itu.int/ITU-D/treqg/
» www.itu.int/ITU-D/finance/

The Global Symposium for Regulators GSR
> www.itu.int/ITU-D/treg/Events/Seminars/GSR/GSR08/
> www.itu.int/ITU-D/treg/bestpractices.html

TREG - www.itu.int/ITU-D/grex/
COSITU - www.itu.int/ITU-D/finance/COSITU/
ICT Eye - www.itu.int/ITU-D/ICTEYE/

ICT Regulation toolkit
» www.ictrequlationtoolkit.org/

Trends in Telecommunication Reform
> www.itu.int/ITU-D/treqg/publications/
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http://www.itu.int/net/ITU-D/
http://www.itu.int/ITU-D/treg/
http://www.itu.int/ITU-D/finance/
http://www.itu.int/ITU-D/treg/Events/Seminars/GSR/GSR08/
http://www.itu.int/ITU-D/treg/Events/Seminars/GSR/GSR08/
http://www.itu.int/ITU-D/grex/
http://www.itu.int/ITU-D/finance/COSITU/
http://www.itu.int/ITU-D/ICTEYE/
http://www.ictregulationtoolkit.org/
http://www.itu.int/ITU-D/treg/publications/

THANK YOU!

carmen.prado@itu.int
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