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June 2, 2000

Ms. Ng Cher Keng

Director (Policy)

Infocomm Development Authority of Singapore

8 Temasek Boulevard

#14-00 Suntec Tower Three

Singapore 038988

E-mail:  ng_cher_keng@ida.gov.sg

Dear Ms. Ng:


The Association of Communications Enterprises (“ASCENT”) (formerly, the Telecommunications Resellers Association) hereby submits its comments in response to the public consultations issued by the Infocomm Development Authority of Singapore (“IDA”) on 17 April 2000 regarding: (1) Proposed Code of Practice for Competition in the Provision of Telecommunications Services; and (2) Interconnection/Access in a Fully Liberalized and Convergent Environment.

I.
ASCENT and its Interest in IDA’s Proceedings

By way of background, ASCENT is an association of over 700 competitive telecommunications companies, including both facilities-based and non-facilities-based service providers.  On behalf of its members, which range from emerging, high-growth companies to well-established enterprises with extensive operations, ASCENT seeks to promote competitive telecommunications markets worldwide. Given our mandate, ASCENT is particularly interested in the developments of the Singapore telecommunications market, a promising regional hub for its members.

II.
General Views

ASCENT welcomes the accelerated opening of Singapore’s telecommunications market and is encouraged by IDA’s efforts to ensure that new entrants are able to compete on a level playing field in Singapore.  ASCENT agrees with IDA that in a competitive marketplace, regulation should be reduced to the minimum degree necessary to prevent anti-competitive conduct. Based on past experience, ASCENT is all too familiar with the tactics that dominant operators use to stymie the competitive delivery of telecommunications services.  Accordingly, ASCENT recommends that IDA impose stricter regulation on dominant licensees within the context of both proceedings to neutralize their inherent advantages as former incumbents. Clear and targeted rules that preempt anti-competitive behavior are critical to the success of Singapore’s nascent competitive telecommunications market.  With that goal in mind, ASCENT provides the following specific recommendations.

III.
Comments and Suggestions Regarding the Proposed Code of Practice for Competition in the Provision of Telecommunications Services

ASCENT generally agrees with the objectives and principles of IDA’s proposed Code of Practice, but suggests the following revisions with respect to: (1) the interconnection/access obligations of dominant licensees; and (2) mergers and acquisitions.


A.
Interconnection/Access Obligations of Dominant Licensees

Experience in other countries has taught that targeted regulation is necessary to compensate for the relatively weak bargaining position of new entrants intent on competing with dominant licensees.  Effective regulation will ensure that competitive providers can enter meaningful negotiations with dominant licensees to obtain interconnection services in a fair, non-discriminatory, and cost-effective manner.  



1.
Interconnection Pricing

Section 5.8.8.1 provides that interconnection pricing will be established based on a forward-looking economic cost (“FLEC”) model.  ASCENT supports the FLEC model because it rewards efficient network operators and thus promotes the efficient allocation of resources. However, as it implements this approach, IDA should subject dominant licensees’ cost models and inputs to rigorous examination. Specifically, IDA should scrutinize the following issues, among others: 

· whether a dominant licensee’s cost claims are for costs causally-related to the interconnection service being provided; 

· whether a dominant licensee’s costs are attributable to current, inefficient network deployment; 

· what cost savings a dominant licensee would realize had it deployed the least-cost, most efficient technology possible or, at a minimum, the most efficient technology available at any point in its network; and 

· whether common costs are allocated only to the elements or services to which the costs are related.  

Evaluation of these issues will help to ensure that costs for competitors, and ultimately the end user, are fair and reasonable.  Additional discussion regarding this issue follows with respect to IDA’s Interconnection/Access in a Fully Liberalized and Convergent Environment proceeding.

2.
Interconnection Negotiations


ASCENT recommends that IDA shorten the timeframe governing interconnection negotiations between dominant licensees and competitive providers to preclude dominant licensees from using delay tactics to stall the provision of interconnection. Specifically, ASCENT recommends that IDA require that interconnection negotiations: (1) start within a reasonable period, not to exceed 10 to 15 days after a dominant carrier receives an interconnection request from an authorized competitive provider; and (2) be limited to 60 days.  Moreover, IDA should mandate that interconnection services must be provided within a period not to exceed 60 days from the date of execution of an interconnection agreement. In addition, ASCENT recommends the following changes:

Section 5.3.1.3 provides that the two licensees negotiating interconnection shall negotiate a confidentiality agreement within 15 days of receipt of the interconnection request.  ASCENT believes that this provision delays the interconnection negotiation period unnecessarily.  Instead, ASCENT recommends that IDA impose confidentiality duties on all licensees to eliminate the need for separately negotiated confidentiality agreements.  Also, ASCENT urges IDA to clarify the scope of the information to be deemed confidential.

Section 5.7.2 provides that IDA will seek to complete the dispute resolution procedure within 90 days from the day on which it receives the request for dispute resolution.  ASCENT recommends that IDA be required to resolve interconnection disputes, both prior to and after the execution of an agreement, within 45 days of a request for intervention.



3.
Line Sharing

While the Code of Practice generally refers to the sharing of essential facilities, ASCENT recommends that IDA expressly require dominant licensees to provide line sharing. Line sharing permits competitive licensees to use a customer’s existing telephone line to provide Digital Subscriber Line (“xDSL”) services while the incumbent continues to use the same line to provide voice services. In the United States, the Federal Communications Commission (“FCC”), on November 18, 1999, adopted rules requiring incumbents to offer “line sharing” as an unbundled network element.


The availability of line sharing provides significant benefits to competitive licensees in terms of both cost and practicalities of providing xDSL services.  Absent a line sharing requirement, competitive licensees must obtain a separate line in order to provide xDSL services.  Without creating new costs, technical or other problems for the dominant licensee, the ability to use the same line reduces competitive licensees’ costs to provide xDSL services, and thus ensures that multiple competitors can satisfy Singapore’s broadband xDSL needs.   However, ASCENT suggests that as part of a line sharing mandate, IDA require dominant licensees to condition lines (i.e., remove repeaters, load coils, etc.) so that such lines are immediately ready for use.



4.
Collocation

While Section 5.8 establishes general collocation principles, ASCENT believes that more clear and specific rules are necessary to eliminate the incentive and opportunity of dominant carriers to impede collocation and thus thwart competitive access to incumbent networks.  As indicated by many years of U.S. experience, dominant licensees may be expected to: (1) deny collocation requests by competitive licensees in key local concentrator offices; (2) require lengthy periods of time to deliver collocation space to competitive licensees; (3) impose excessive charges on competitive licensees for the “preparation” of collocation space; and (4) adopt overly stringent security measures that unnecessarily restrict competitive licensees’ access to their collocated equipment.   Remedies addressing these tactics were met with fierce opposition by U.S. incumbents.  Given the prospect of high-bandwidth services in the United States, however, detailed, predictable rules are now in effect and are largely captured in the U.S. incumbents’ interconnection offers. In light of the U.S. experience, ASCENT respectfully suggests that IDA consider the following collocation requirements:

· Dominant licensees should permit competitive licensees to collocate any equipment used for interconnection and/or access to unbundled network elements.

· Dominant licensees may not require competitive licensees’ equipment to meet more stringent safety requirements than those the dominant licensees impose on their own equipment located at the same premises. 
· Dominant licensees should also make cageless collocation arrangements available. Subject only to technical feasibility and compliance with reasonable security requirements, dominant licensees should allow collocation in any unused space in their premises, without requiring the construction of a room, cage, or similar structure, and without requiring the creation of a separate entrance.  Also, dominant licensees must permit competitive licensees to have direct access, 24 hours a day, 7 days a week, to their own equipment. Dominant licensees may not require competitive licensees to collocate in a room or isolated space separate from the dominant licensee's own equipment.  Nor may dominant licensees place unreasonable minimum space requirements on collocating carriers.  Instead, dominant licensees should make collocation space available in single-bay increments, meaning that a competitive licensee can purchase space in increments small enough to collocate a single rack, or bay, of equipment. 

· Dominant licensees should also make shared cage collocation available, at reasonable rates, terms and conditions. 

· Dominant licensees should not impose discriminatory security requirements on competitors that are no more stringent than security safeguards that the dominant licensees maintain at their own premises for their own employees or contractors. 

· Dominant carriers should allocate space preparation, security measures, and other collocation charges on a pro-rated basis so that the first collocator is not responsible for the entire cost of site preparation. This must include a system of partitioning the cost by comparing, for example, the amount of conditioned space actually occupied by the new entrant with the overall space conditioning expenses. 

· In order to prevent the dominant licensees from unfairly rejecting competitive licensees’ collocation requests or delaying the provisioning of such space, IDA should consider requiring each dominant licensee to: (1) confirm within 10 days whether a competitive licensees’ collocation request is accepted or denied; (2) publish a document on its Internet website listing all collocation premises that are full; and (3) permit competitive licensees to tour the dominant licensees’ entire premises, within 10 days of the denial of space, if a dominant licensee rejects a collocation request due to space limitations. Dominant licensees should remove obsolete, unused equipment in order to provide more space for collocated competitive licensees’ equipment. 

· Competitive licensees should be permitted to construct their own cross-connect facilities between their collocated equipment located on the dominant licensees’ premises subject only to reasonable safety requirements that the dominant licensee imposes on its own equipment.

B.
Mergers and Consolidations Between Licensees

As IDA is aware, the telecommunications industry is rapidly evolving and becoming more global in scope, with domestic and transnational mergers, joint ventures, and other business arrangements becoming increasingly common.  Addressing this issue, Section 9 of the Code of Practice states that all assignments and transfers of control require IDA’s prior approval and provides IDA 90 days in which to issue a decision.

In light of the rapid pace of the telecommunications market, ASCENT urges IDA to adopt notification rather than prior approval requirements for non-dominant licensees entering into transactions with other non-dominant providers.  However, to the extent that IDA maintains a prior approval requirement, ASCENT urges IDA to reduce the time frame for review from 90 days to 30 days.  

In addition, ASCENT suggests that IDA adopt more streamlined, flexible procedures for transactions that pose no significant concern. Specifically, where a transferor/assignor and transferee/assignee are under complete or majority common control, such as may occur in connection with a corporate reorganization, ASCENT recommends that IDA adopt a streamlined “pro forma” filing procedure.  Pro forma transfers and assignments do not affect the ability of the licensee to provide its services and, therefore, do not warrant a substantive review.  Therefore, ASCENT suggests that, as is done in the United States, Singapore adopt a simple ex post facto notification for pro forma transfers and assignments. 

IV. Comments and Suggestions on Interconnection/Access in a Fully Liberalized and Convergent Environment 

ASCENT agrees with the basic objectives of IDA’s proposal Interconnection and Access in a Fully Liberalized and Convergent Environment. However, ASCENT believes that a few adjustments are necessary to ensure that regulation encourages, rather than stifles, robust competition in Singapore.

Section 2.4 reflects IDA’s concerns as to new entrants’ ability to “cherry pick” a dominant licensee’s customers. In the United States, ASCENT understands that competitive local exchange carriers have only captured a very small percentage of the total lines. Thus, requiring competitors to compensate dominant licensees’ for the risks associated with new facilities and services is not only unnecessary, but will provide dominant licensees another unsubstantiated justification to increase costs and retard the development of meaningful competition in Singapore.  In any event, dominant licensees have already reaped the benefits of governmental subsidies over the years, and competitive providers and Singapore consumers should not be required to continue subsidizing dominant licensees. 

Sections 2.6 provides that IDA is considering revisions that allow differential charges for different classes of operators and Section 2.7 contemplates giving operators a premium to be included in the cost of capital for additional risks taken in providing broadband services.  ASCENT urges IDA not to deviate from a cost-based approach to interconnection rates. While ASCENT recognizes the importance of promoting infrastructure investment, allowing dominant licensees to charge above-cost rates is not the correct approach to achieve this result.  Rather, implementing regulation that ensures meaningful access to infrastructure needed to provide broadband services will promote infrastructure development.  If IDA provides competitors the regulatory tools necessary to piece together a cost-effective network, build a customer base and generate revenue flows necessary to further develop their own independent networks, new entrants will have the incentive to install their own cost-efficient networks. 

Section 4 sets forth the interconnection obligations of operators.  ASCENT believes that not all carriers should be subject to the same obligations.  Specifically, ASCENT believes that only the interconnection obligations of dominant carriers require heightened regulation.  Also, in connection with Section 4.2, ASCENT believes that IDA should explicitly recognize that it will not be possible for each new entrant to interconnect directly with every other entrant.  Instead, competitive providers will have to interconnect through the incumbent.  Finally, ASCENT agrees with IDA’s opinion in Section 4.3 imposing reciprocal access requirements on value-added service providers would discourage market entry.  

Section 5 establishes IDA’s proposed pricing standards. As previously discussed, ASCENT urges IDA to adopt the FLEC pricing model for network interconnection. Only interconnection rates based upon FLEC will allow competitors to price their services independently of dominant licensees and compete effectively. In particular, ASCENT urges IDA to reconsider IDA’s proposed interconnection pricing incentives and penalties to encourage facilities-based provision of advanced services. ASCENT believes that implementing a mechanism of incentives and penalties regardless of underlying economic fundamentals will lead to inefficient market entry and economic distortions. Despite IDA’s concerns, the information needed to calculate forward-looking cost is readily available. In addition, ASCENT recommends that IDA demand that dominant licensees provide cost information to allow competitors the opportunity to review and challenge its accuracy.

Section 6 sets forth IDA’s proposed responsibility for charges. Given the critical importance of this issue to the development of effective competition, ASCENT suggests that IDA offer a more concrete proposal for comments before adopting rules.  Specifically, in connection with Section 6.1.2, ASCENT believes that dominant licensees should only be permitted to charge the first new entrant seeking interconnection a reasonable pro rata portion of initial costs.  New entrants should not be expected to pay for all the costs of a new interconnection facility subject to reductions as the facility is shared in the future by other new entrants.  With respect to Section 6.2, ASCENT believes that IDA should move to a scheme under which local service providers compensate each other for the exchange of local traffic.  In other words, the carrier whose customer originates the call pays the other carrier for transporting the call and terminating it to the called customer. 

With respect to the structure of charges, ASCENT understands that through Section 7.1.4, IDA intends to implement differential charges based on the size of the customer base serviced and the extent of new investments made in Singapore infrastructure.  ASCENT believes that charging new entrants a premium for interconnection based on their investment in Singapore would discourage new entrants from entering into and investing in Singapore’s telecommunications market .

V.
Conclusion
ASCENT applauds IDA’s recent strides to open Singapore’s telecommunications market to full competition.  However, such open access is meaningless unless IDA implements a regulatory framework that accounts for the inherent advantages of dominant licensees and safeguards new entrants from anti-competitive conduct.  In this way, Singapore can offer its consumers low cost, ubiquitous access to innovative, state-of-the-art telecommunications services.

*****


ASCENT appreciates the opportunity to provide its views in these proceedings.  Please do not hesitate to contact me if you have any questions regarding ASCENT or its views in this proceeding.







Respectfully submitted,







/s/







David Gusky







Executive Vice President







Association of Communications Enterprises

1401 K Street, N.W., Suite 600

Washington, D.C.  20005

United States of America

Tel: 
+202 835 9898 (x3006)

Fax:
+202 835 9893

E-mail:  dgusky@ascent.org 
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