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30th Annual General Meeting

25th -28th January, 2014
Half Moon Hotel, Rose Hall, Jamaica
Theme: “Strategic Alliances for Sustainable Broadband Development”
Agenda

Regulation and Emerging Technology Committee Meeting
26th February, 2014
9.30am – 10.30am 
St Elizabeth Room
1. Opening

2. Approval Draft Agenda 
3. Committee Report 2013 (see appendix 1)
4. The Action Plan Policy paper ‘Incentivizing Investment in Broadband in the Caribbean’ (see appendix 2)
5. Spectrum for next WRC 2015 (see appendix 3)
6. Any other Business

7. Next Meeting

8. Closing












Appendix 1
2013 Report Regulations and Emerging Technologies Committee

 
Chaired by Melesia Sutherland-Campbell, LIME Jamaica; Vice Chair: Delreo Newman, GTT, Guyana
The Chair of the Regulations and Emerging Technology Committee reported that the Committee focused on Spectrum and Broadband issues in 2013
· Broadband: In May 2013 the Board approved the Policy paper ‘Incentivizing Investment in Broadband in the Caribbean’ (see appendix 2). The Action Plan proposes that a small, multi company group engage policymakers with regards to arriving at agreement on implementation of the incentives and that this group be supported at the highest level in each Company. It was agreed that the committee members would take the Paper to the management of their Company to gain buy-in for the Action Plan and get directions from their Company on the preferred approach within the parameters of the Policy Paper
· Spectrum for next WRC 2015: 28th Americas Spectrum Management Conference. CANTO presented in the session titled ‘Preferential Allocation in Spectrum Awards – Ensuring Long Term Competition or Undermining Existing Rights Holders’. In view of the breadth of its representation and interest of its members, CANTO outlined five (5) regulatory requirements with regards to spectrum assignment (see appendix 3):

· More spectrum. Even new spectrum.

· Spectrum prices that facilitate rollout of wireless broadband services.

· Transparency in spectrum assignment, holdings, availability and regulatory plans essential for competition to flourish.

· Equitable results

· Impact analysis of policy changes
Other issues on the Agenda of this Committee are:
· Transparency of Regulator’s Budget
· Competition and Universal Service 

· Regulation in the EU and the US - Should the Caribbean follow Suit










Appendix 2
CANTO POLICY PAPER 2013/2/No.1
Executive Summary

Title:

Incentivising Investment in Broadband in the Caribbean
Objective:
To Support Governments in Facilitating Economic Development through Connecting its Citizens.

1. Desirable Characteristics of BroadbandIncentives
a) All broadband networks eligible

b) Time Bound

c) Geographically focused to the extent possible
d) Capable of supporting innovation and new services 
e) Targeted at initial capital costs in particular

2. Specific Possible lncentives
a) Import Duty Relief

b)
Consumption Tax Relief and Tax Credits

c)
Reduced Licence Fees or Licence Fee Waivers for a specific period

d)
Use of Universal Service Funds

e)
Resourcing

f)
More Government Services Online 

CANTO POLICY PAPER 2013/1/No.1
Title:

Incentivising Investment in Broadband in the Caribbean
Objective:
To Support Governments in Facilitating Economic Development through Connecting its Citizens.

Introduction: 
At the Caribbean Association of National Telecommunication Organisations (CANTO) conference in July 2012, the Ministerial Panel requested that the industry provide guidance on how Caribbean government could incentivize operators to accelerate investment in broadband networks.


The request of the Ministers is timely in the context of global acceptance of the transformational effect of broadband and the findings of the recent
Global Information Technology Report 2012’ (the Report) in which  several CANTO member countries  were included and ranked out of a total of one hundred and forty two (142) countries. 

The rankings were as follows:

Ranking of CANTO Members in the Global Information Technology Report 2012

	COUNTRIES
	NETWORKREADINESS INDEX
	SUBINDEXES

	
	
	Environment
	Readiness
	Usage
	Impact

	Barbados
	35
	29
	51
	34
	36

	Trinidad & Tobago
	60
	76
	43
	52
	91

	Jamaica
	74
	62
	62
	79
	82

	Guyana
	90
	86
	81
	92
	101

	Belize
	119
	121
	112
	123
	124

	Suriname
	121
	131
	114
	114
	131



With regards to the Caribbean, the Report summarises that
’… Latin America and the Caribbean continues to suffer from an important lag in adopting ICT and technology more broadly. This is reflected in the rankings, as no country manages to reach the top 30 ….three shared reasons for this lag can be identified: these countries all exhibit an insufficient investment in developing their ICT infrastructure, a weak skill base in the population because of poor educational systems that hinder society’s capacity to make an effective use of these technologies, and unfavorable business conditions that do not support the spur of entrepreneurship and innovation. Addressing these weaknesses will be crucial for improving the region’s competitiveness and shifting its economies toward more knowledge-based activities…’

The ITU Report 
Impact of Broadband on the Economy published April 2012 states that:
‘….according to Koutroumpis' research, in countries with low broadband penetration (under

20%), an increase of 1 per cent in broadband adoption contributes to 0.008 per cent of GDP growth, whilein countries with medium penetration (between 20% and 30%), the effect is of 0.014 per cent and in countries with penetration higher than 30 per cent, the impact of 1 per cent adoption reaches 0.023. The implication of this finding for developing countries is quite significant. Unless emerging economies do not strive to dramatically increase their penetration of broadband, the economic impact of the technology will be quite limited……The economic impact of broadband manifests itself through four types of effects ...The first effect results from the construction of broadband networks. In a way similar to any infrastructure project, the deployment of broadband networks creates jobs and acts over the economy by means of multipliers. The second effect results from the “spill-over” externalities, which impact both enterprises   and consumers. The adoption of broadband within firms leads to a multifactor productivity gain, which in turn contributes to growth of GDP. On the other hand, residential adoption drives an increase in house hold real income as a function of a multiplier. Beyond these direct benefits, which contribute to GDP growth, residential users receive a benefit in terms of consumer surplus, defined as the difference between what they would be willing to pay for broadband service and its price. This last parameter, while not being captured in the GDP statistics, can be significant, insofar that it represents benefits in terms of enhanced access to information, entertainment and public services.’

Note that ‘…‘…, broadband has a stronger productivity impact in sectors with high transaction costs, such as financial services, or high labour intensity, such as tourism and lodging and that ‘…the economic impact of broadband is higher when promotion of the technology is combined with stimulus of innovative businesses that are tied to new applications….’
Caribbean Industry Proposal: Following is the proposed framework of the Caribbean telecommunications industry regarding the incentives, both fiscal and regulatory (enabling environment) that governments should establish to encourage the rollout of broadband networks throughout the region. 
1.
Desirable Characteristics of Broadband Incentives
a)        All broadband networks eligible

b) Time Bound

c)        Geographically focused to the extent possible
d) Capable of supporting innovation and new services 
e)       Targeted at initial capital costs in particular
2.
Specific Possible lncentives

a)
Import Duty Relief

b)
Consumption Tax Relief and Tax Credits

c)
Reduced Licence Fees or Licence Fee Waivers for a specific period

d
Use of Universal Service Funds

e)
Resourcing

f)
More Government Services Online 

1. Desirable Characteristics of Broadband Incentives
a) All broadband networks eligible
Incentives should, as far as possible, be technology neutral. The prevailing thinking, on increasing the penetration of broadband services, is that all types of technology will have to be utilized to reach citizens. This however does not mean that governments are compelled to support, by way of incentives, any operator or any technology where such will not, cannot or does not deliver on the governments’ objective for broadband rollout.

Where it exists for any technology, there should be regulatory relief from having to offer broadband services under certain conditions or at certain prices. Competition from various technologies will cause broadband to reach more customers sooner and removing asymmetric regulation will encourage greater competition among the technologies and spur investment.
b) Time Bound:Incentive Windows
Operators should be given incentive windows. Time windows should be coherent with the schedule for the rest of the regulatory framework. For example if new spectrum is being made available from a certain date then the window for incentives should relate to the network rollout period required to utilize that spectrum. 

c) Geographic Targeting
It is usually more difficult for operators to make a business case to expand networks in the more rural areas. Therefore governments may want to focus incentives for investing in these areas including providing support for training persons to use the technology for social and business needs. This should facilitate driving demand for services.  The proposed approach, in this respect, is to relate the total subsidy to the level of losses that risk being incurred in respect of rollout in rural areas.
Governments may be concerned about the possible incentives that operators may have to overstate costs and understate revenues in order to make the loss threshold appear lower than is actually the case. One approach to minimize this outcome is to determine the cost base required to achieve particular coverage targets by requesting quotes from the respective equipment manufacturers. Each quote would be provided on a confidential basis to respective governments. Revenues would be based on agreed forecasts which would be adjusted on a forward looking basis to take account of actual revenue.
d) Capable of Supporting Innovation and New Services
Operators should be allowed to test and trial new types of broadband services with minimal administrative process. It also means that where policymakers have to make decisions, the decision making process has to be accelerated to support innovation in the market so that the countries can enhance their ability to compete in the international market.

e) TargetingCapital Costs

The capital cost necessary for networkdevelopment typically representsthe largest potential barrier to network rollout. A commercial case has to be made for the investor to get a fair return in a reasonable timeframe. Incentives aimed at the initial capital costs would encourage more operators to upgrade their networks to deploy the latest technologies. For example LTE on mobile facilitates the provision of a wider array of broadband services and improved quality of service. These technological developments are fundamental for the diffusion of broadband usage throughout Caribbean societies. Specific possible incentives to encourage network development are:
2. Specific Possible Incentives

a) Import Duty Relief
Import duties can represent a significant barrier to potential investors especially where these are particularly high as they represent a large proportion of capital costs. It is therefore proposed that time limited exemptions from import duties on equipment required to deliver broadband services should be considered.

There are a range of ways in which such relief can be applied, from the administratively simple to the administratively complex. 

· The simplest approach is to permit complete relief from import duties for a time limited period.  The relief would be provided in respect of any network equipment used to deliver broadband services. For example, the time limit could relate to the period required to achieve national objectives for broadband coverage.

· Another approach could be to make the relief subject to meeting specific rollout objectives.

· A more complex approach would be to provide relief on equipment after certain threshold coverage requirements have been met. 
· Customers also face capital costs when they are adopting a new technology, in the form of handset prices, PCs and modems. Blanket relief from import duties might only appear to benefit some people who could afford the devices. Accordingly governments might wish to consider time limited exemptions in this regard and/or enabling relief for the most basic handsets, PC and modems which would still facilitate access to the newest, relevant technologies.
b) Consumption Tax Relief and Tax Credits

The ability of customers to afford handsets, PCs and modems is also affected by consumption taxes that are levied on these devices. The easing of consumption taxes would make it more affordable for customers to connect to broadband service.

Governments should also consider tax credits for operators where operators have met certain agreed targets. 
c) Licence Fees

Licence fees, and especially spectrum fees, are an ongoing operational cost which raises the hurdle that operators must clear in order to make an investment viable. Accordingly, any relief in terms of licence fees can lead to economic and consumer benefits. In this regard, governments are encouraged to employ administrative pricing in pricing spectrum allocated to broadband service. 

With the rapid evolution of technologies operators are faced with a combination of uncertainties: which type of networks to invest in; when to invest in them; and how long they will have to maintain existing networks before they can move all customers fully onto new networks.  Operators are also faced with having to maintain parallel networks for some period of time. Consequently operators are forced to seek multiple licences, pay for multiple sets of spectrum fees to run those existing networks, as well as to anticipate and look to purchase what spectrum might be needed in the future. The continual need for network operators to enhance and improve their networks increases their risk and dampens investment particularly when faced with high licence and spectrum fees for multiple networks. Consequently, it is suggested that Governments give consideration to phased in or reduced fees where multiple networks have to be maintained.

d) Use of Universal Service Funds

A universal service fund would be a potential vehicle through which to manage geographically targeted incentives. In this regard governments need to ensure that legislation expands the definition of universal service to include broadband services.
e)    Resourcing

There is a relatively small pool of engineers with deep experience in newly emerging technologies. Experienced engineers are needed to deploy new technologies successfully and in a timely fashion.  It may be necessary for operators to look internationally for such persons.   Restricting the pool of people from which operators can draw, even if that includes several large countries, would stymie attempts to rollout networks as well as the ability to pass on those skills to local engineers. From time to time as well, other professionals are required.

A flexible resourcing policy which allows operators to initially employ persons from other Caribbean operations or from further afield is necessary. Approval of these hirings can, of course, be made contingent on requirements to transfer knowledge and skills to local employees. This would effectively support the development of the competencies of local employees.
Governments could also consider approaching Caribbean tertiary institutions to develop relationships with some leading broadband network manufacturers so that the skills can be developed within the degree programmes.

f)   More Government Service Online
Creating the demand to use broadband services is a critical element in incentivizing customers to want to connect to broadband services. This in turn stimulates demand for operators’ service and makes it more persuasive for operators’ to build an economic case to develop their networks.  The slow rollout of government e -services was also highlighted in the Report. Governments are therefore encouraged to make more and more of their services accessible to the public online.  This will fuel the diffusion of broadband services since most persons will need to access mandatory government services.

CANTO Regulatory & Emerging Technologies Committee

February 4, 2013








Appendix 3
Report on 3rd Annual Americas Spectrum Management Conference and Pre-Conference Workshop

November 5 -7, 2013

Washington DC, USA

Summary of Pre-Conference Workshop

The Pre-Conference Workshop was held on November 5th. Spectrum valuation and auction design and bidding strategy were the focus of the workshop. The presenters pointed out that the problem of LTE band combinations is diminishing because of the manufacture of more handsets with a combination of bands in the device. For example the iPhone 5 has 11 LTE band combinations.

It was recommended that regulators should time spectrum allocation or auction to allow for the development of the device ecosystem. Spectrum parity is a strategic imperative. The basic valuation methodology is to compare the enterprise value with the new spectrum and the enterprise value without the new spectrum to fff the value of the spectrum. 

Drivers of spectrum valuation tends to be penetration and 3G/4G adoption rates, market share impact, ARPU trends, EBITDA margins and capex/ sales ratio in the creation of enterprise value. Even so, much  judgement is required in determining the enterprise value created by spectrum acquisition and requires a very long term outlook, typically 15 – 20 years. A spectrum valuation project usually takes six to ten weeks and entails:  data collection, scenario planning, strategic planning, revenue forecast, network planning, financial modeling, valuation and risk analysis. It is recommended that a team of at least four (4) persons be dedicated to spectrum valuation and auction strategy and readiness. The team members should be skilled in modeling and valuation, market and technology strategy, auction protocol and logistics and a software developer for the bid tool. The reserve price for spectrum should reflect the cost of making the spectrum available.

It was pointed out in the discussions that auction prices are very specific to the existing market conditions and that auction outcomes show a wide variation in prices. As a consequence, benchmarks are not substitutes for actual spectrum valuation. 

The three auction formats addressed were Simultaneous Multi-Round Ascending Auction (SMRA), Combinatorial Clock Auction (CCA), Clock+ ‘First Price’ CCA. The auction rules may matter much more than the auction format. Rules include spectrum packaging, spectrum caps, spectrum set aside, activity rules, provision of information, bid increments, spectrum trading and reserved prices. In participating in an auction companies must value the packages and set bid limits, anticipate rivals actions, influence the auction design, develop auction strategy and bid game plan, manage board expectations and execute the strategy. Failure at any of the stages can be costly. A successful auction outcome is the maximization of net returns to the company.

An auction strategy typically takes four to eight weeks and entails: development of competitor intelligence, understanding objectives and bid limits, developing the bidding strategy (auction academics), tailoring auction support tools and running simulations, developing auction procedures and protocols, conduct mock auctions and bid room support.

In conclusion spectrum auctions are increasingly complex, involving multi-dimensional problems, complex game theoretical issues and the necessity of a thorough understanding of the auction rules, risks and opportunities. Assessment of own valuation and valuation of competitors is critical and extensive intelligence gathering and competitor analysis is required. Opportunity must be created to influence the auction rules at the consultation stage and influence government spectrum policies.

Notable Conference Issues

The presentations made at the conference can be accessed at:

https://eu-ems.com/login.asp?event_id=177&key=e86e56b26edb9526813a41267f61d0bf
FCC New Incentive Auction

The conference explored the new incentive auction proposed by the FCC which is a reverse auction to obtain the spectrum from the broadcasters and a forward auction to assign the spectrum to the telecoms operator. The design of the auction is not entirely complete and is still unclear, at this time, to the industry, in general. The panel discussions highlighted the divide between broadcasters and the FCC – the broadcasters, represented by Sinclair Broadcasting Group, do not want to move and the FCC seeking to incentivize them to move by proceeds from the forward auction. Notwithstanding Sinclair’s arguments it was felt that there are broadcasters who will vacate the spectrum. It is estimated that the auction will be held in 2014.

CANTO Presentation

CANTO presented in the session titled ‘ Preferential Allocation in Spectrum Awards – Ensuring Long Term Competition or Undermining Existing Rights Holders’. In view of the breadth of its representation and interest of its members, CANTO outlined five (5) regulatory requirements with regards to spectrum assignment:

· More spectrum. Even new spectrum.

· Spectrum prices that facilitate rollout of wireless broadband services.

· Transparency in spectrum assignment, holdings, availability and regulatory plans essential for competition to flourish.

· Equitable results

· Impact analysis of policy changes

In responding to the question on licence renewal, CANTO responded that where the spectrum is recovered from an operator, for the purpose of licence renewal, it is expected that the operator will be allowed to retain an amount of spectrum necessary to provide service continuity.

The Competitive Carriers Association (CCA) also presented on the same panel as CANTO. A strident exchange ensued between AT&T and the CCA, which represents smaller carriers, regarding the ability of small providers to access spectrum and spectrum at affordable prices.

New Spectrum

The following spectrum bands are being contemplated for co-sharing or deployment as wireless spectrum:

· Sharing 600 MHz with satellite providers. US to make this proposal at World Radio Conference (WRC) 2015. Canada supporting US.

· 1755 paired with 2155. Adjacent to AWS spectrum so spectrum aggregation achievable.

· Sharing of government spectrum in 3.5 GHz band. FCC notes that sharing should not lock-in the government because governments too will need to grow and change. 

· Unlicensed use of 5GHz. Extending WiFi into 5GHz.  Consideration for4G WiFi handoff. 

Issues for CANTO’s Consideration

· Members have asked for new spectrum. Are the proposals from the USA workable for CANTO members? How does the industry influence WRC 2015?.

· With licence renewal in the next 2 – 3 years for some large operators, should CANTO have a position on the renewal process and associated costs? 

��HYPERLINK "http://www3.weforum.org/docs/Global_IT_Report_2012.pdf"�http://www3.weforum.org/docs/Global_IT_Report_2012.pdf�





��HYPERLINK "http://www3.weforum.org/docs/Global_IT_Report_2012.pdf"�http://www3.weforum.org/docs/Global_IT_Report_2012.pdf�, pgs.22,81





��HYPERLINK "http://www.itu.int/ITU-D/treg/broadband/ITU-BB-Reports_Impact-of-Broadband-on-the-Economy.pdf"�http://www.itu.int/ITU-D/treg/broadband/ITU-BB-Reports_Impact-of-Broadband-on-the-Economy.pdf�


Pgs. 6,3,2
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