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Abstract: 

The document contains additional information about the cost model elaborated by the German Regulatory Authority for Telecommunications and Posts, which has to be read as a complement to the content of Document 1/016.

�I.

Regulation of the telecommunications sector is designed to encourage competition and to guarantee appropriate and adequate services throughout the country. Stipulating special rates regulation for dominant companies was therefore made part of the legislative requirement. Pricing is subject to a number of legal rulings, anchored in the Telecommunications Act (Telekommunikationsgesetz, or TKG) and detailed in the Telecommunications Rates Regulation Ordinance (Telekommunikations-Entgeltregulierungsverordnung, or TEntgV).

Section 2 of the Telecommunications Rates Regulation Ordinance sets out the supporting documents the filing company must submit with its rates proposals. Common costs must be given as well as direct costs, and also their allocation to the given service. The cost statements must also provide information on the methods used to determine the costs.

Under Section 3 of the Telecommunications Rates Regulation Ordinance the Regulatory Authority must examine the documentation submitted with a view to establishing the extent to which the rates proposed are based on the costs of efficient service provision. These in turn are derived from the long run incremental costs of providing the service plus an appropriate amount for volume-neutral common costs, both inclusive of an appropriate return on capital employed, to the extent that these costs are required to provide the service.

II.

To determine prices that are eligible for approval, the Regulatory Authority also uses analytical cost models in addition to the cost statements of dominant companies and the comparative markets concept. Such cost models are currently the subject of international debate.

The Scientific Institute for Communication Services (Wissenschaftliches Institut für Kommunikationsdienste, or WIK) has prepared an analytical cost model for the Regulatory Authority. The model takes an element-based approach and establishes the long run incremental costs of the network infrastructure. These make up by far the greatest part of the incremental costs of special network access services and facilities.

A public debate has taken place about the approach generally and about the structure of the analytical cost model. This debate will, it is hoped, lead to the development of a recognised methodology capable of underpinning future regulatory rulings.

III.

The first step was the publication on 4 March 1998 of the model as the consultative document "An Analytical Cost Model for the Local Network", on which comments were invited. The deadline for the comments was 20 May 1998. A total of 23 responses were received which varied in length and degree of detail but also in respect of the assessment of some of the issues raised.

Evaluation of the comments established the following main points: 

The model's element-based approach to costing was generally endorsed. 

The majority of respondents wanted the separation of local and long-distance levels to be abandoned in favour of integrated  contemplation of the national network.

 Most of the comments called for the more modern SDH technology to be used in the core network and the transmission facilities of the access  network in place of the PDH technology featuring in the consultative document. 

The cost model has been modified and extended in the light of the comments and their evaluation, and data requested from companies with a view to updating the database for the calculations. Electronic copies of the revised cost model covering the access area (local loop) are available.

IV.

In a second step the scope of the model has been widened and incorporated in a new consultative document entitled "An Analytical Cost Model for the National Core Network". Copies of the approx. 70-page document can be ordered from the Regulatory Authority at the following address:

Regulierungsbehörde für Telekommunikation und Post, Referat 111, Postfach 80 01, 53105 Bonn, fax (0228) 14 6111. It can also be downloaded from http://www.regtp.de/English.htm .

V.



Documents for download at the Webside mentioned above��Analytical Cost Model��Consultative document: "An Analytical Cost Model for the Local Network" (Status: 4 March 1998)�PDF file (604 KB)��Evaluation of the comments (in German)���Data acquisition survey (in German)���Analytical Cost Model, software (Version 1.0)�see Publication Service (no download)��National Core Network��Consultative Document: "An Analytical Cost Model  for the National Core Network" (Status:  14 April 1999) - will be available soon�PDF file (803 KB)��
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