CYPRUS TELECOMMUNICATIONS AUTHORITY (CYTA)

1. Introduction on the Current Situation in Cyprus regarding Telecoms

Under the current legal and regulatory framework CYTA has the exclusive right to provide all telecommunications services and network.  Hence, there is no Regulatory Authority and no competition in the Telecoms Sector apart from Internet services, where CYTA is one of the four ISP’s operating in Cyprus.  However, a new Telecoms Legislation is being drafted which will introduce competition and set a Regulatory Authority in Cyprus.  This Legislation will also set the Interconnection regime.  It is anticipated that the Mobile services and network may be liberalised before the end of the year 2000.

However CYTA has, since a few years, anticipated the need for the development of a host of management accounting systems which would not only support its internal needs for management accounting information, namely project, network and product management, but would also provide the necessary mechanisms for estimating interconnection costs.

2. Management Systems and Methodologies 

CYTA has developed the following in-house software applications to facilitate management decisions regarding Product Management, Project Management, Activity Management and support Strategic Planning, Tariff Rebalancing and Interconnect Pricing.

· “Projects and Activities Management system (PAM)”

Costs are being charged to predefined projects/activities either through the Time Recording System (each employee charges his time against the specific projects/activities he worked for) or through the Stores Management System for materials used, or through Invoices sent by suppliers.  Each project is linked with a General Ledger account so that project costs end up to the Management or Fixed Asset accounts.

· Fixed Asset Register

All development projects are linked with a Fixed Asset Account and, through an interface with PAM, the Fixed Asset Register is being updated with all costs related to capital works.  Fixed Assets Accounts follow the same hierarchy as management accounts and Network Element hierarchy. 

· “Costing System”

The operating expenses and depreciation are fed from the General Ledger Management Account and Fixed Asset Accounts respectively into the Costing System.  The Costing System is an in-house built system, where, through a number of allocation bases, costs are being allocated using the ABC methodology to the relevant Network Elements and Customer Facing Activities.  All costs are eventually allocated to Non-Traffic Sensitive Products or, using a Routing Table, to Traffic-Sensitive Products (including interconnect products). 
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The Costing System platform is also used to arrive at the Capital Employed per product, which is the basis for the cost of capital calculation.

The Costing system is flexible and can handle any combination of Actual, Budgeted, Simulated Costs along with any one of the Actual, Budgeted, Simulated Allocation Bases.

· “Profitability Model”

The Profitability Model has been developed with the ultimate goal to enable the Management predict the financial effects resulting from the forthcoming Competition and the Liberalisation of the Telecoms Market.

The model can run different profitability scenaria resulting from changes of Key-variables and calculate cost/revenue per unit, per product and product portfolio.  This is achieved using information about the product cost from the Costing System and about revenues from tariff and volume estimations arrived at using necessary parameters, namely Elasticities of Demand, Economies of scale, Market Shares and Market Forecasts.

