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SUMMARY

1. Title

Expense Sharing, Accounting Principle, and Welfare Issues in Universal Service System.

2. Objective and Importance of Research

Recent changes in the telecommunications environment and policy lead to new
institutional changes such as the blurring the classification of telecommunications
companies and increasing demands for low-income support programs. These changes
eventually raise the needs for the current universal service provision system.

For example, from October 2010, service-based carrier companies are included in the
interconnection fee settlement system with common carriers. This change also requires
those companies join the settlement of the universal service cost redistribution. In
addition, the rising and frequent fluctuation of copper price, combined with the forward-
looking accounting system, raise questions about the validity of using the long-run
incremental cost(LRIC) principle for universal service opration. Last, but not least, the
demand for the support of needy people gets strong momentum. This research investi-

gates these issues and tries to address the problems and obstacles surrounding the issues.

3. Contents and Scope of the Research

This research report comprises of the following parts: Chapter 2 covers the history and

changes in the universal service provision and cost coverage. Chapter 3 investigate

- Xiii -



principles and systems used to calculate the individual company’s share of universal
service cost. Chapter 4 reviews the different ways of price index building, which is used
to derive the real costs of universal service provision, and investigate the proposed
revisions of the index by carriers. In Chapter 5, other issues such as maritime

communications and expaned disabled supports are covered.

4, Research Results

As the scope of companies with universal service obligation for high-cost coverage is
expanded, the rule and scheme used for redistribution of universal service cost among
the common carrier companies cannot be directly applied any more. For example, the
service-based carrier companies use their network from the common carriers, and
depending on the interpretation of the use, rent or interconnection, the burden can
drastically change for the service-based companies. In addition, the obligation of support
for the needy people felt differently to these companies, compared with common carriers.
For example, many of the service-based companies already have customers from lower
income family due to their low price and, if additional discount becomes mandatory, these
companies may actually record negative profit.

This report concludes that the same rule for the high-cost coverage cost, already
applied to the common carriers, can and should be applied to the service-based carriers.
The purpose of the introduction of service-based carriers is to increase competition in
the market. Regarding the use of the common carriers’ network as rent means imposing
additional burden to those players, which would not serve the purpose of introduciong
those kind of companies. Accounting consistency problem as well as the need for
changing the related decrees also support keeping the same rule.

The support for the needy obligation should be the same, too. However, due to its
infancy state, this report suggest that this obligation needs to be delayed for the

service-based carriers for a time being.

- Xiv -



This report conclude that price-index does not need a log of shake-up. First, any kind
of part-tweak in the price-index building scheme is not consistent with any kind of
regulatory accounting principle. Second, there is no clear rule or guideline de facto for
this kind of ad hoc change, and, if the change once made, it might work as a bad
example for another ad hoc change, which is not desirable at all.

Finally, considering it is more of welfare issues than telecommuncation coverage, this
report concludes that while the demand for needy should be met, the cost should be
covered by the central and local government as well, not by the carriers alone. The same

principle should also applied maritime communication provision cost, too.

5. Policy Suggestions for Practical Use

This report suggest that the government should not change the current universal
service cost settlment system and rules applied except for giving a fews years of delay
of the obligation of the needy support to the service-based carriers. This report suggest
that other than the fluctuation-reducing scheme, the price index scheme should remain

unchanged unless the accounting principle changes from LRIC.

6. Expectations

The results and suggestion from this report can be used for the immediate universal
service cost settlement procedure. Especially, the service-based carriers obligation(and
exemptions) are explicitly suggested and directly applied to the policymaking, which would
help the compromise between companies and keep the consistency and integrity of the

telecommunications policy.
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s 03 | 04 | 05 | 06 | 07 | 08 | 09 | 10 03104
A5 Hawss

343 395| 46.0| 732| 782| 84.3| 83.9| 100.0 16.5%

B
FAFACIE | 332.0| 274.2| 238.7| 196.9| 183.3| 167.1| 135.1| 100.0 —15.8%

FAEA LS | 107.9| 108.0| 108.0| 106.9| 106.4| 104.3| 100.1| 100.0 —1.1%

ol s EAInEy] | 141.5| 140.0| 134.2| 128.9| 120.4| 109.5| 102.4| 100.0 —4.8%

Z1EF7) A L 7] 86.5| 90.1] 923 9L8| 917 95.7| 99.9| 100.0 2.1%

R 87.7| 89.7] 90.4| 915| 934| 96.1| 98.6| 100.0 1.9%
FEAd 88.0] 89.9| 90.6| 916| 936| 96.3| 98.8| 100.0 1.9%
A5 =3 A A FA A 2" (http://ecos.bok.or kr/)

LR g0 AF3] g AEAM Aol ARAY] HEUME B, A
HIZ rola] Eape] B FAlA Ol E 7HAAFE Foto A&t ] B
= WAL YA LR NF =997 ARE AFEsto] ARgsta Qo) (& 4-
)= BAANEEY i AFE HoFd o 201099 =70 E 10002 & o,

TE 03 04 05 06 07 08 09 10
SAA I EF | 114,740 | 121,611 | 123,411 | 125,986 | 136,936 | 152,218 | 156,225 | 169,233
A5 67.8 71.9 72.9 74.4 80.9 89.9 923 | 100.0

A5 AL EE, A48
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SRS BRUE ATARE A ° dolA A Fa 2e
AYWHE ZH3E RoITh GekAl oSl HE FT9 FAAYAL BT
: WyEd del Ao FAHOR A,
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SA4HMost Equivalent Asset, MEA)S] 9712
AEE FEYALE DA SAs=TtE T Aol od 29 TleFEd e
AkRI7 e Bt 744 ol whe} Depxity. 4 Apitel s BT7L A &ske 7)<

3 714 2 Bl od dE 2 7k Sojnd ggw 2.

(& 4-3) BT2| 7|g=&0i oist 7k & Eoiagol chst of

T el aeEd dF 7% PR
‘Ki?g;; A& %A Aoy A AL
2]
F437] ANEEAN A)s7)
A A S
AR 5 AT e A EPErE

e 2 A4t FRe O 71E71e2 4, Q HAlE5AY, @ A7HE 7| A4
Al 7FA7F oeH, ol A TAYA7IRE S5 Y3l A B E O
)3 7HAbsolute Valuation), @ A <=AF&(Indexation), @ A4 € 7Hhistorical cost)2] Al
7HA7} A olstoll A 71E7|EAE FA0Z ddst S AX i

r>~
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o

AW A4 FAT SALAYS 2= A A4 oA Fohn HYRE BS, oA
%ﬂ%%%@2;ﬂ?4%¢4§ﬂ%4%&%@%ﬂ@ AR T M B F
o A% HdshErlE ofu 4ol B AHHL U4 A= WHNE AT £ g

bl o weel] ohek AYELh ASASRAL A4 ATRE e g
AGAGHAL AT Aabel AAARAA 71&057) A GHT B E 450 A

£ olf) YUK 0% AFA Aol ARG D et A Aug v

Az AR AT 5 AEF UE/] A3 2859E RE JHUNR @ A%

A AHE Ao AS AR AA AR Ase] AARSE vmate] Al



(Supply Management)#-4 ] 7HA &4 € o] 7} AAFE AME(pettt AH=3it) ol 7H4

PAYE A AR AA THHAE o g3t} AANSE BEDT. B

MM Ao 22744 0] 7HAA I FA A Blojus 77 BAsHE ToF &2 s
€ 7HAAE FA BT 7HAA e i 393 9ol WY sAE AVed

l:’_
oA A2 Aol FuiEE Fuf Aol 7ol HH Wl F MY FAEG

ARG 4R e Be THY FRENS B4 o] Lol old] AFEh GEH

0 7H4A% 540 o185 F2 33
~ BT 228 ¥A7L 293 A4e) T BE Aol B dolewol 2
— 3R FAAS 2 AR BAH BESE AAAS FA HolEH o)

3719 2& A4S T Aol g AR FHAE ol E o] &3 5 ALY
Z o)A ¥4 7HGross Replacement Cost)7} T8 AH, ©]& EUE +=dPA7I7F A A

VAR FE St AAA A7 E R FUAA7EE APEske Ao B e (F 4
—4)s 2o

(Z 4—-4) THEX|E NS JAMUZIZFE SUNATE ME 2489 of

HAS5AH JAAE F7H 57+ FhA L7}
2000/2001 A a=A x (Index(10/3/31)/index(00/9/30))
2001/2002 B B=B x (Index(10/3/31)/Index(01/9/30)]
2009/2010 Z ¢ =7 x (Index(10/3/31)/index(109/9/30))
g A A+B+-+2) (a+8++0
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(19 4-1)& ddF£ A8 4(London Metal Exchange)9] 2004d 1€3€ 2011 10¥
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?“O%]H 5.2 | 652 | 67.8 | 719 | 729 | 744 | 809 | 899 | 923 | 100
HEAT

22 416 | 470 | 477 | 525 | 56.8 | 737 | 79.3 | 86.6 | 87.2 | 100
st B FAT HZAL HAASY FHE Astel B/ FR YR 0 £4R
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L AN s Aol e HE

7 AzAse] Aas A g
AREEAYAE FH HE 4502 A3 AU} A7 Fobd HZHu 29U
W gol MY F7bshs BARS A7) 9d, WEIIEOR AeT SA9 A
o 4% A BASE 4434 St 2ol BPITE AL ANSHA,
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g &
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7h e LEd Y A =L a8 et 9

YA 8 AL AFolM AL A= WAk AL AA 7IRIAN =7} o

sl AR FHHL e U WY xete AZE Ao MEA (Modern
Equivalent Asset)= @A A4 AHEE & A4dS orjstr] o, @A SAlEe] 754
AN FAClE AgE A &dte AL =Y o2 Aol FEeith gl A o] &
gt e Ul ARAETIAFTE FACES FHeeH AAE Aok sk HEH
dAskertel TAZE Q71 WEdl, BE BEd AT E o8 F e A B §
ABA Axtel] tig) sjd ALE tAstE AL THed AR ARHETH
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AEE PNLA AEE Fato] dF A 99 &A% BAsty, PNLAY 25 Aol 3

% AREE i A Y E] goh Ao 222 AZARARH)7} 00leka 371
= oy wo] EA3h
U oA AALS 97 Yo A A9 sts whol

1B BRAYRE HE 4GB ASH 0T Yol
2 B §ASH H8E BYAIE Aol MELHolHa A4S e Wi
AAS) A3, £ABA B WA TASA B AR Al Ao] Bt
= oAe AN,
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o3 AIERAT BAL g 0 YELAA B A, FAHeR U5T 4
= WHRE ol g3l7] Mol AAZ WEEAS ) WA 247he A4

T 5 vk Aol Yt WE, AUA ol gHe PO A% BUHOR THH B
she] Aolo] WE WA Azkstel Ae) BA BHT 5 Y= Aol Ytk

s 471 2E7t Yo Fo AN Tes 2Tk B4 A71FEU7 Y

ol

0 3344 271589071 289 58 27 9%
Fo4 A71FRA7 m¥e ) EeH 9P, D MdAPE 7% M3 Forvard

Looking Technology) ¥ 3ol M 4=3)

— Forward-Looking: HAl 71&(E &3 71¢) B J4H&7)<d B2 24
— 9N AEA: dFRY AAH FARES ‘”é*loﬂ AT+E

— Scorched Node: 71& AFGAHe] w8=AL A7 HA o= WA HAt= 7H

A A71SEU7E BY A8 AAe gE3 2ol A 1A R o] T,

@ 7 o
L AaA | AU EQIFER), Aokl g, A5 58 st AA st F44
e AL deE e I538 & F 1 F 200 A9 A

YU Lop aggan BUUS AUAT A4S ATUE, JUS, 49T BT
B2 =g agse 49

« Scorched node WH4): @A) 719A XS 18, A ASZFAHRSS TEHY
97 Aoz WAl rku BT AAel BAMue o BAT T
qe 744

PACAE | asaae s AzAaA o, A A
g | * A%} A A B RRAAE RSS 93 A4
Egm T letAg g e HAsE 9e MST(Minimum Spanning Tree)¥ 12l Z A&
(e}

— HdA o HAA = AL GS ARE T3 Y <A wt
AZAYE H28T 4 e 4ZE MST(Minimum Spanning Tree) &t
g5 A4t 7
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oA Adubridds dd AulE Basta Aul2E AlFsta ok 19993 78 BT7F Al
HAn 28 MCAZF Algsta 9lom, MCAE s)/dolsdst 5 A3t

AE 2 & T AR ARSI R 28 Al ST MCAE A2 Al whE o3t 4

10) $elvtere] RAAAN: Welo BHoIFANS ol A Tl ek,
4L o 8T AHAE AH AFHL BAEAY ] B2 ZUENS FAO
BAs, oo F7olA ols) YHHEA §CIYS) APAAEE 2TR AN

AA7F AFstar e Aoz BY)
11) MCA &3 o] A (http://www.mcga.gov.uk/) 1
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B3t Au2S AlFsta ok AMSAE 1990 sjAohd 9 SR s +ads 52

Bl B4 g #d dn) 5 AA eIt AMSAE Dbl srstel iy A A

H 2 5 RITAE A4 RS H 2 55 AlFsHH, AMSAE A2 Al g b2 st A
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(&$]: HAUD)
75 2010 2009
Department of Infrastructure, Transport, Regional Development and
Local Government Revenue
Levy Revenue: Australian Maritime Safety Act 1990. s48

Marine Navigation Levy 23,831 21.472
Marine Navigation(Regulatory Functions) Levy 32,494 28,933
Protection of the Sea Levy 23,125 16,601
Services provided on behalf of the Government 50,316 54,172
Other 2,203 3411
Total revenue from Government 131,969 | 124,589

75 AMSA(2010), p.126.

12) AMSA(2010)
13) ¥ L7t 3 o] A (http://www.kaiho.mlit.go.jp/) #ar
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15) Order on Universal Service(http://www.retsinformation.dk/Forms/R0710.aspx?id=120217)
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17) BEREC(2010), p.64.
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SOLASY F8 Y&

Part 1.

Article 1

General obligations under the Convention

(@) The Contracting Governments undertake to give effect to the provisions of the present
Convention and the annex thereto, which shall constitute an integral part of the present
Convention. Every reference to the present Convention constitutes at the same time a
reference to the annex.

(b) The Contracting Governments undertake to promulgate all laws, decrees, orders and
regulations and to take all other steps which may be necessary to give the present
Convention full and complete effect, so as to ensure that, from the point of view of
safety of life, a ship is fit for the service for which it is intended.

CHAPTER IV Radio communications

Part B Undertakings by Contracting Governments
Regulation 5 Prevision of radiocommunication services
1 Each Contracting Government undertakes to make available, as it deems practical and
necessary either individually or in co-operation with other Contracting Governments,
appropriate shore-based facilities for space and terrestrial radiocommunication services
having due regard to the recommendations of the Organization. These services are:
.1 a radiocommunication service utilizing geostationary satellites in the maritime mobile-
satellite service;
.2 a radiocommunication service utilizing polar orbiting satellites in the mobile-satellite
service;
.3 the maritime mobile service in the bands between 156 MHz and 174 MHz;
.4 the maritime mobile service in the bands between 4,000 kHz and 27,500 kHz; and
5 the maritime mobile service in the bands between 415 kHz and 535 kHz . and
between 1,605 kHz and 4,000 kHz.
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