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This paper is prepared in response to IDA's consultation document dated 16 Feb 2000 and represents M1's views on the subject matter.  Unless otherwise noted, M1 makes no representation or warranty, expressed or implied, as to the accuracy of the information and data contained in this paper nor the suitability of the said information or data for any particular purpose otherwise than as stated above.  M1 or any party associated with this paper or its content assumes no liability for any loss or damage resulting from the use or misuse of any information contained herein or any errors or omissions and shall not be held responsible for the validity of the information contained in any reference noted herein nor the misuse of information nor any adverse effects from use of any stated materials presented herein or the reliance thereon. 

M1'S RESPONSE TO IDA'S CONSULTATION PAPER ON INTERCONNECTION / ACCESS IN A FULLY LIBERALISED AND CONVERGENT ENVIRONMENT

1 Introduction 

1.1 

The aim of this paper is to provide M1's response to IDA's consultation 
document dated 17 Apr 2000 on Interconnection / Access in a Fully Liberalised 
and Convergent Environment. 

Description of Commenting Party and Interest in the Proceeding 

2.1 M1 has been providing cellular mobile and paging services to the Singapore market since 1 Apr 1997, with a combined customer base of more than 750,000 to date.  

2.2 Following the Singapore Government’s move to fully liberalise the telecommunications market from 1 Apr 2000, M1 was awarded a Facilities Based Operator (FBO) licence on 1 Jun 2000 to operate a public cellular mobile telephone, public radio paging and terrestrial telecommunications systems.  

3 General Views 

3.1 The structure of M1's response will follow the five key dimensions of the Interconnection Framework set out in Section 2.8 of the Consultation Paper - Scope of Interconnection Services, Obligation to provide Interconnection Services, Responsibility for Charges, Structure of Charges and Charging Standards.  M1 will address the issues raised in the Consultation Paper posed in Questions 1 to 13(b) as they relate to the five key dimensions.  
3.2 Scope of Interconnection Services 

3.2.1 (Question 7) M1 agrees with IDA's proposal to expand the scope of Interconnection Related Services (IRS) for Physical Interconnect (PIs), Unbundled Network Elements (UNEs) and Origination and Termination (O/T) as outlined in Table 1 of Section 3.2, in consideration of broadband and convergence to achieve its policy objectives of transparent, any-to-any interconnection and open access. 

3.3 Obligation to Provide Interconnection Services 

3.3.1 A key issue concerning licensees' obligation to provide interconnection services is the requirement for reciprocity in interconnection and access arrangements, which relates to Questions 3 and 8 of the Consultation Paper. 

3.3.2 (Question 3 and 8) "Reciprocity" in interconnection can be defined as the right for an Operator X who terminates an Operator Y's traffic on its network to be allowed to terminate its traffic on Operator Y's network, in return.  Based on this definition, M1 supports reciprocity in interconnection between infrastructure providers.  Between infrastructure and service providers, the same principle should rule, where applicable.  This is in line with IDA's policy objective of any-to-any connectivity among licensees. 

3.3.3 As to the option of direct or indirect access, M1's view is that this should be left to the commercial decisions between the carrier and VASP, taking into account technical considerations.  The concern that indirect access could result in undesirable and less than acceptable service performance would be addressed by minimum quality of service standards, with penalty for non-compliance, as is being practised currently.  The establishment of minimum quality of service standards would compel licensees to co-operate with one another to manage the "undesirable effects such as increase in transmission delay, increase in possible points of failure, information degradation in transmission path due to attenuation, and less ability to manage the exchange of traffic between networks" to ensure that quality of service is provided. 

3.4 Responsibility for Charges 

3.4.1 The consultation paper has raised several issues relating to which licensee should bear responsibility for costs incurred in establishing and maintaining IRS.  For O/T services, the issue concerns the potential elimination of originating charges (Question 12).  For broadband, the issues are whether the use of capacity based allocations and inclusion of a bonus / penalty scheme based on initial capacity requested would serve to encourage more efficient utilisation of POIs (Question 11).  Additional considerations for broadband are whether to make the requesting operator responsible for charges with respect to upgrades in functionality of the providing carrier's network (Question 13a), and whether capacity for future use should be allowed in all types of IRSs, with the possibility of disallowing proprietary protocols that do not allow delivery of multiple broadband services to the customer (Question 13b). 

3.4.2 The principle of reciprocity, in application to charges, would suggest that where licensees have a responsibility to interconnect their networks, they should also share in the cost of meeting that obligation to the extent that both licensees derive some benefit from interconnecting their networks. 

3.4.3 (Question 12) With respect to origination charges, M1's view is that in principle, any licensee involved in facilitating the establishment and conveyance of a call should be entitled to recover the cost of service.  There are two components to the cost of service - (a) the cost of utilising network resources; and (b) the cost of interconnection.  As network resources are being utilised for the provision of service, operators should be able to recover this cost of service from the customer.  As for interconnection costs, this should be borne by the licensees benefiting from interconnection.  Interconnection establishment costs relate to the cost of network interconnection provisioning, such as establishing the physical link between networks and network conditioning costs, and are usually fixed costs.  Interconnection conveyance costs is usage based, and relates to the recurrent costs incurred by licensees in passing traffic from one network to another via an interconnect link.  Notwithstanding this, licensees should be given the flexibility to adopt other suitable business models to recover the cost of service, e.g. revenue sharing, particularly in the case of broadband networks and services which may see a shift away from usage-based pricing towards new business paradigms in the future. 

3.4.4 (Question 11)  M1 generally agrees with IDA's policy approach to calculate charges based on capacity allocated, as this is in line with the principle of cost causality.  In most cases, a licensee's initial request for capacity would be based on best estimates of their traffic forecasts and customer base projections. However, for licensees providing capacity, there is a genuine business risk, in the event that requesting licensees’ scale down their initial capacity requirements or exit the market, leaving them with redundant equipment and excess capacity.  Therefore, M1 takes the view that Licensees should be allowed the flexibility to implement appropriate schemes to discourage under-utilisation of capacity ordered.  Notwithstanding this flexibility, the licensee providing capacity cannot be allowed to use any penalty scheme as a barrier to entry and such schemes should be subject to IDA review if raised by the requesting licensee to IDA as a barrier to entry.  

3.4.5 (Question 13a) Seeks comments on the requesting operator’s responsibility for charges with respect to upgrades in functionality of the providing carrier’s networks.  M1 supports the broad principle of cost causality, which dictates that if the cost is incurred as a result of an operator’s request, the responsibility for charges should fall on the requesting operator benefiting from the use of the service.  Where the requesting operator is the sole beneficiary, it should bear responsibility for all costs incurred.  But where both providing and requesting operator benefit mutually from the upgrade, the costs should be shared to the extent of benefit derived.  Further, where alternative solutions are available to the requesting operator, such as constructing an overlay network over the providing operator’s existing network, e.g. deploying LMDS technology, IDA should allow the requesting operator to do so.  

3.4.6 (Question 13b) Seeks comments on whether capacity for future use should be allowed in all types of IRS.  It is common practice for most infrastructure providers when planning their networks, to provide excess capacity to cater for future capacity requirements.  As such, M1 supports the view that infrastructure providers should be allowed to reserve excess capacity for their own future use, to the extent that the licensee can demonstrate that it would require the currently unused capacity to achieve reasonably projected rates of growth.  
3.5 Charging Standards

3.5.1 Questions 9 and 10 seek comments on the charging standards to use, in particular, the FLEC cost basis and the LRAIC cost standard in consideration of a broadband context.  A related issue in Question 6 is whether a premium for risk should be permitted in the cost of capital for broadband investments.  

3.5.2 (Question 9 and 10) In general, M1 supports IDA's proposal to maintain FLEC as the cost basis, and where it is impractical to use FLEC for deployment of new infrastructure and broadband services, to adopt the CRC basis instead.  M1 also has no objections to IDA's intention to use LRAIC as the cost standard in a broadband context. 

3.5.3 (Question 6) Broadly, M1 concurs with the IDA's intention to permit the inclusion of a premium in the cost of capital, commensurate with the risk taken, to compensate licensees for the additional risk they take in providing broadband services.  In general, licensees building infrastructure deploying new untried technology undertake significant financial and commercial risk in terms of uncertainty as to how end-users would respond, service adoption, how long it would take to recoup investment etc.  

3.5.4 Nonetheless, technological advances are valuable insofar as the additional benefits and new applications it can offer to end-users.  Broadband is considered "superior" to narrow-band technology to the extent that it is able to deliver applications not possible with narrow-band, such as high quality video conferencing and remote medical services.  However, some services such as Internet access, Internet fax, electronic publishing and information-on-demand services can be delivered either by broadband or narrow-band technology.  As such, M1 would like to suggest that IDA consider allowing licensees to include a risk premium only for those services that would otherwise not be made available to end-users if broadband is not deployed, i.e. service-specific rather than technology-specific.  Hence, where an equivalent service can be provided, a risk premium should not be allowed.  

3.6 Structure of Charges 

3.6.1 There are three main issues surrounding how interconnection charges should be structured.  The first concerns whether to specify only ceilings and floors as guidelines for interconnection (Question 2).  The second issue relates to the implementation of asymmetrical charges in recognition of the cost differences in deploying different broadband technologies (Question 4).  Lastly, whether differential interconnection charges should be set across classes of operators, based on size of customer base and extent of new infrastructure investment (Questions 5 and 13). 

3.6.2 (Question 2) In the existing interconnection regime for narrow-band services, IDA has specified a ceiling on interconnection charges and left determination of the exact charges to commercial negotiation between operators.  With convergence, M1 envisages that the permutations for interconnection between narrow-band and broadband operators / networks would be numerous, and the requirements unique to each case.  As such, M1 is of the opinion that specifying ceilings and floors as guidelines for interconnection will restrict licensees' ability to negotiate effectively and creatively. 

3.6.3 Hence, M1 is of the view that it is not desirable for IDA to specify ceilings or floors as guidelines for interconnection.  Rather, IDA should establish the principles for interconnection in relation to broadband services, such as mandate access to ADSL local loop and HFC for cable modem access, and allow operators to negotiate commercially as to the actual terms and interconnection charges.  Where negotiations stall over chargese, the requesting licensee should be able to seek the IDA for a dispute resolution. 

3.6.4 (Question 4) On the implementation of asymmetrical charges, M1 agrees with the IDA's policy approach to allow asymmetrical charges where cost differences can be shown to be attributable to differences in underlying network architecture in a broadband context.  ADSL technology, which is deployed over existing copper wire telephone lines, would be considerably less expensive to implement compared to a HFC network, which would require the licensee to lay cables to customer premises.  In addition, ADSL technology typically allows high data transmission (distance dependent) in only one direction - the opposite direction transmitting at low data speeds.  As such, ADSL would only be able to deliver services with asymmetric traffic characteristics such as video-on-demand and home shopping, which require high data rates downstream and relatively low data rates in the upstream direction.  On the other hand, the HFC network supports two-way transmission capability, i.e. bi-directional high data rates as opposed to unidirectional for ADSL, which is suited for multimedia applications such as high quality video conferencing and interactive Internet games where bi-directional high data transmission rates is required.  

3.6.5 With reference to Section 2.6, M1 would like to clarify that the cost of providing interconnection services is not the same for an interconnecting party who is a value added service provider vs. a facilities based operator.  Fundamentally, it is not likely that an operator who owns infrastructure will have a similar cost structure to an operator who does not own infrastructure.  

3.6.6 (Question 5 and 13) Concerning the implementation of differential interconnection charges, M1's position is that differential charging is justified only on the basis of cost differences and technological variations.  In this respect, M1 agrees with IDA's intention to implement a scheme of differential charges based on the extent of new investments on infrastructure, but is not agreeable to the view that differential charges be allowed based on the size of customer base serviced.  Overall, M1 concurs with the view that having a differential scheme for IRS charges for carriers and VASPs would serve to fairly compensate carriers for providing access and provide incentives for infrastructure investment.   

- End of Paper -
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