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This Agreement is made this [       ] day of [              ], 2002 


BETWEEN 


A) Global Network Providers (Grenada) Ltd., a limited liability company duly 
incorporated and existing under the laws of Grenada, having its registered office at 
Morne Jaloux, St. Georges, Grenada (the “Telco”); and 


B) Cable & Wireless Grenada Limited, a limited liability company duly incorporated and 
existing under the laws of Grenada having its registered office at the Carenage, St. 
Georges, Grenada (“C&W”). 


RECITALS 


A) The Telco is licensed to establish and operate a public cellular mobile 
telecommunications network as well as a fixed public telecommunications network in 
Grenada and to provide services to the public under those licences. 


 B) C&W is likewise licensed to establish and operate a public cellular mobile 
telecommunications network as well as a fixed public telecommunications network 
and to provide services under those licences. 


C) The Telco has requested interconnection of its Public Voice Network from C&W, and 
the Parties have agreed to interconnect their respective networks in accordance with 
the Telecommunications Act 2000 on the terms and conditions set out herein. 


 


1. Definitions and Applicability 


1.1 In this Agreement, unless the context otherwise requires or explicitly states, the terms 
used shall have the meanings assigned to them in the Definitions schedule.  


1.2 In this Agreement, unless the context otherwise requires or explicitly states: 


a) The singular includes the plural and vice versa; 


b) Reference to an agreement or other instrument includes any variation or 
replacement to or of either of them; 


c) Reference to any Clause, Schedule, Annex or other Attachment is a reference 
to a clause of or schedule, annex or attachment to this Agreement and any 
reference to this Agreement includes any such Schedule, Annex or other 
Attachment. Reference to any Paragraph is a reference to a paragraph of a 
Schedule, Annex or Attachment. 


d) Reference to any statute, ordinance, code or other law includes regulations and 
other instruments under it and any consolidations, amendments, re-enactments 
or replacements thereof at any time; 
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e) The expression “person” includes any individual, firm or company; 


f) All references to $EC or other payable amounts refer to Eastern Caribbean 
Dollars unless otherwise stated; and 


g) If a day on which payment of money falls due is not a Business Day, the due 
day for such payment shall be deemed to be the next following Business Day.  


1.3 References in this Agreement to either Party shall include any legitimate successors or 
assigns of that Party pursuant to Clause 32. 


1.4 Headings are included for convenience and do not affect the interpretation of this 
Agreement.  


1.5 In the event of any inconsistency between the numbered Clauses of this Agreement 
and the Schedules, Annexes or other Attachments, the numbered Clauses of this 
Agreement shall prevail. In any other event the following order of priority will apply: 


a) Definitions 


b) Service Descriptions 


c) Joint Working Manual 


d) Service Schedule and Parameter Schedule 


e) Tariff Schedule  


2. Duration 


2.1 This Agreement takes effect on the date it is approved and has been executed, and 
continues in full force and effect for a period of five (5) years unless terminated in 
accordance with Clause 23 or otherwise varied in accordance with the provisions of 
Clause 22. In the event of any variation pursuant to Clause 22, the Agreement as 
amended shall continue in full force and effect unless terminated in accordance with 
Clause 23 or further otherwise varied in accordance with the provisions of Clause 22. 


2.2 In the event that the period set out in Clause 2.1 expires and the Parties have not 
concluded an agreement replacing this Agreement, the terms and conditions of this 
Agreement shall continue in full force and effect until such time as a replacement 
agreement is negotiated and approved, provided however that, neither shall be obliged 
to continue to provide service if no agreement is reached and approved within 6 
months of the conclusion of the term referenced in Clause 2.1 


3. Interconnection 


3.1 C&W shall connect and keep connected the C&W System to the Telco System and 
the Telco shall connect and keep connected the Telco System to the C&W System in 
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the manner described in this Agreement in order to convey Calls to, from or in transit 
over their respective System.  


3.2 Subject to Clause 15, Points of Connection shall be established between the C&W 
Interconnect Switch Location and Telco Interconnect Points of Presence specified in 
the Service Schedule in accordance with the Joining Service as more particularly 
described in the Service Descriptions.  


3.3 Each Party shall ensure that its Telecommunications Facilities at each relevant C&W 
Interconnection Switch Location or Telco Interconnect Point of Presence conform to 
the technical requirements set out in the Joint Working Manual.  


4. Forecasting, Ordering and Provision of Interconnect Capacity 


4.1 The Parties will exchange Forecasts for each Service as required in the Service 
Descriptions in accordance with the procedures set out in the Joint Working Manual 
and shall comply with all the applicable provisions of the Joint Working Manual 
relating to forecasting. 


4.2 The Parties will order and provision capacity in accordance with the procedures set 
out in the Joint Working Manual and comply with all applicable provisions of the 
Joint Working Manual relating to ordering and provisioning. 


5. Testing 


5.1 The Parties will carry out the Acceptance Testing and commissioning procedures 
described in the Joint Working Manual.  


6. Operation and Maintenance 


6.1 Subject to Clause 9.1, each Party shall be responsible for planning, providing, 
operating and maintaining all Telecommunications Facilities located on its side of the 
interface at the Point of Connection.  


6.2 Each Party shall manage traffic on its System so as to avoid disruption to the other 
Party’s System to the maximum extent reasonably practicable and each Party shall 
take all necessary steps as are reasonably practicable to minimise service failures and 
congestion and signalling system disturbances within its own System which would 
affect the ability of the other Party to carry Calls across such other Party's System in 
accordance with the routing principles set out in the Joint Working Manual and the 
Parameter Schedule.  


6.3 Each Party shall advise the other Party of any Faults or planned maintenance in 
accordance with the procedures set out in the Joint Working Manual and shall resolve 
the Faults or conduct the maintenance in accordance with the Joint Working Manual.  


6.4 Each Party may make reasonable tests and inspections of any services and 
Telecommunications Facilities it provides to the other and may upon reasonable 
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notice temporarily interrupt services carried on the Telecommunications Facilities 
being tested or inspected in accordance with the provisions of the Joint Working 
Manual relating to planned maintenance. Where a test or inspection will affect 
telecommunications traffic originating or terminating on or transiting the other Party’s 
System, the testing or inspection shall be carried out in such a way as to minimise 
disruption to the other Party’s System.  


 


7. System Changes 


7.1 Each Party shall notify the other Party of developments within its System that may 
impact on the routing and forecasting of traffic upon finalisation of a decision to make 
such changes.  


7.2 Neither Party shall make or permit to be made any alteration, adjustment or addition 
to its System in such a way as to materially impair the operation of the other Party’s 
System or otherwise to materially affect the conveyance of Calls over a Point of 
Connection unless the Party provides reasonable prior written notice to enable the 
other Party to make modifications to its own System which are necessary to maintain 
interconnection at the agreed standards. Each Party shall take appropriate and 
reasonable steps to minimise the impact on the other Party of such alteration, 
adjustment or addition (including the costs).  


7.3 In the event that at any time either Party proposes to change any standards or 
implement additional standards or standards with different features which may affect 
the operation of the other Party’s System, the Party shall so notify the other Party as 
soon as practicable and in any event at least six (6) months in advance, so that the 
other Party has a reasonable opportunity to attempt to meet such standards or adjust 
its System accordingly. Each Party shall take appropriate and reasonable steps to 
minimise the impact on the other Party of such alteration, adjustment or addition 
(including the costs).  


7.4 Subject to Clauses 7.2 and 7.3, nothing in this Agreement shall limit either Party's 
ability to upgrade its System through the incorporation of new equipment, new 
software or otherwise or to change, in part or in whole, the design, function, operation 
or layout of its System.  


7.5 The applicable standards of operation of each Party’s System for the purpose of the 
Services will be those specified in the Joint Working Manual and, in the absence of 
any specified standards, will be such applicable international standards as the Parties 
may agree. 


8. Telecommunication Services 


8.1 Each Party shall provide the other with the Services for which that Party is indicated 
as being the Service Supplier in the Service Schedule, provided that each Party’s 
System and all relevant Points of Connection are suitable for the conveyance of Calls 
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pursuant to the relevant Service Description.  Subject to Clause 15 the Services shall 
be provided in accordance with the Service Descriptions and the Joint Working 
Manual.  


8.2 For the avoidance of doubt, and notwithstanding the interconnection of the Parties’ 
Systems, neither Party shall hand over to the other Party, nor have an obligation to 
convey Calls of any category, unless the Parties have agreed to convey Calls of that 
category pursuant to a Service Description. In the event that Calls not expressly 
provided for are handed over and accepted for conveyance, the following 
supplementary charges will be applied: (i) where the Call is of a type described in a 
Service Description, the charges for that Service as set out in the Tariff Schedule, and 
(ii) where the Call is of a type not described in a Service Description, the charges for 
PSTN Terminating Access Service as set out in the Tariff Schedule, or such amount 
as is reasonable having regard to all the circumstances.  


8.3 Each Party shall be solely responsible for the switching and routing of all 
telecommunication services on its System and shall not be liable for 
telecommunications services provided by a Third Party Telecom Provider. Such 
switching and routing shall be consistent with the principles in the Joint Working 
Manual.  


9. Charges and Payment 


9.1 Each Party shall pay to the other the relevant Charges applicable to each Service as 
more particularly described in the Service Descriptions and tariffed in the Tariff 
Schedule.  


9.2 With the exception of the Access Deficit Contribution component of any Charges, 
unless agreed otherwise between the Parties, Charges payable by C&W to the Telco 
for a Service shall be the same as the Charges payable by the Telco to C&W for the 
same Service.  In the event that C&W’s Charges for a Service are varied pursuant to 
Clause 10, the Telco will vary its Charges for the same Service to ensure they remain 
the same.  The Charges payable by C&W to the Telco in respect of a Service shall not 
include an Access Deficit Contribution.    


9.3 Payments shall be made in an agreed form and will be deemed made on the date of 
receipt of such payments in cleared funds. 


9.4 Subject to Clause 9.5, all Charges payable under this Agreement shall be payable 
within thirty (30) days of deemed receipt of an invoice. In the event that either Party 
shall fail to pay any amount due hereunder within such thirty (30) day period, the 
payee shall be entitled to charge and receive interest at the base lending rate of 
C&W’s principle bankers from time to time in force plus 2%, from and including the 
day following the due date for payment until the date of payment in full, and whether 
before or after any court judgement or other award.  


9.5 In the event that either Party disputes the specific amount of any invoice delivered by 
the other Party under this Agreement the Parties shall resolve the dispute in 
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accordance with the investigation and determination procedures set out in the Joint 
Working Manual. Notwithstanding any dispute as to any payment, the Parties shall 
remain obliged to continue to observe and perform the provisions of this Agreement.  


9.6 Notwithstanding the reference of any dispute for investigation and determination 
under this Agreement, if the amount in dispute represents less than 5% of the total 
amount (excluding any value added or other applicable tax) of the invoice, the 
invoiced amount shall, for the purposes of Clause 9.3 be deemed payable in full. If the 
amount in dispute represents 5% or more of the total amount of the invoice (excluding 
any value added or other applicable tax), the amount in dispute shall, for the purposes 
of Clause 9.3, be deemed not payable pending resolution of the dispute under Clause 
9.4. Nothing in this Clause shall be taken as permitting a Party to withhold payment 
of an amount that is not in dispute.  


9.7 Where appropriate, any value added or other applicable tax shall be added to all or 
any part of the Charges under this Agreement, and shall be paid by the Party 
responsible for making such payment.  


9.8 To the extent that C&W is permitted to rebalance its rates such that its Access Deficit 
is reduced, the amount of the ADC payable pursuant to the terms of this Agreement 
shall be reduced by a proportionate amount. 


9.9 For the purposes of this Clause 9, “Access Deficit” means the amount by which the 
fully distributed costs of providing access services (and local services where 
applicable) exceed the revenues derived from those services. 


10. Variation of Charges 


10.1 C&W may from time to time notify the Telco of changes to specific Charges,   


i) where the Commission has approved changes to those Charges; or 


ii) where a Third Party Telecom Provider has made changes to its charges, and 
these charges form part of the specified C&W Charges. 


Such notice shall specify the date on which the variation is to become effective. In the 
case of changes falling within (i) above, the changes will take effect from the 
effective date approved by the Commission. In the case of changes falling within (ii) 
above, evidence of the change by the Third Party Telecom Provider shall be provided 
to the Telco, and the changes will take effect from the date set out in the notice as 
being the effective date, such date being at least 5 weeks from the date such notice is 
deemed to be received unless, in the case of changes falling within (ii) above, C&W 
does not receive sufficient notice from the Third Party Telecom Provider. In the case 
of changes falling within (ii) above, to the extent that C&W does not receive 
sufficient notice from the Third Party Telecom Provider to give at least 5 weeks' 
notice of any changes C&W will give as much notice is as reasonably practicable. 


11. Billing 
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11.1 Each Party shall be responsible for invoicing its own Subscribers.  


11.2 Each Party shall be entitled to invoice the other Party for the relevant Usage Charges 
and Monthly Recurring Charges following the expiration of each Billing Period. Each 
Party shall use reasonable endeavours to deliver invoices in a timely manner in 
accordance with the Joint Working Manual.  


11.3 Subject to Clauses 11.2 and 11.4, each Party shall be entitled to invoice the other 
Party for applicable One-off Charges and any other amounts expressed as being 
payable in accordance with the specific provisions of this Agreement.  


11.4 Invoicing for the Joining Service shall be carried out in accordance with the relevant 
Service Description and all reasonable endeavours shall be used to ensure that all 
information necessary to produce a complete invoice for such Services is obtained in 
a timely manner.  


11.5 Any failure to deliver invoices in accordance with Clause 11.2, 11.3 or 11.4 shall not 
be deemed to be a waiver of the invoicing Party’s rights in respect of payment or a 
breach of a material obligation of the invoicing Party. 


11.6 For the purpose of reconciling accounts, each Party shall use all reasonable 
endeavours to provide the other with Billing Data in respect of Calls conveyed from 
its System and handed over to the other Party at a Point of Connection in accordance 
with the Joint Working Manual.  


11.7 Notwithstanding the above, in the event that: 


a) Billing Data is temporarily or permanently unavailable;  


b) in the first twelve (12) months following signature of this Agreement, a billing 
error is discovered that occurred in the previous three (3) Billing Periods; or  


c) at any time after the first twelve (12) months following signature of this 
Agreement, a billing error is discovered that occurred in the previous Billing 
Period 


the Parties shall follow the procedures set out in the Joint Working Manual. 


12. Infrastructure Sharing 


12.1 Nothing in this Agreement shall be taken as requiring a Party to share 
Telecommunications Facilities or to provide co-location. 


13. CLI 


13.1 The Parties will pass CLI in accordance with the Joint Working Manual and any 
agreed code of practice for CLI from time to time in force. For the avoidance of 
doubt, neither Party is required to pass CLI for any Call in respect of which CLI is not 
available.  
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14. Numbering 


14.1 Each Party shall make the necessary adjustments to its System to route Calls to the 
other Party’s System in accordance with the number ranges and other numbers 
assigned to the other Party under the National Numbering Scheme and in accordance 
with the Service Descriptions and the Service Schedule.  


14.2 Each Party shall use numbers in accordance with the National Numbering Scheme. 


15. Service Performance and Standards 


15.1 Subject to Clause 15.3, the Parties shall use all reasonable endeavours to comply with 
the provisions relating to quality of service set out in the Joint Working Manual and 
the Parameter Schedule.  


15.2 Subject to Clause 15.3, the Parties shall use all reasonable endeavours to at all times 
apply standards (including signalling standards) and operating guidelines which are 
consistent with the Joint Working Manual.  


15.3 Save as is set out in Clause 15.1 and 15.2, the Parties provide no other warranties, 
representations, undertakings or commitments in respect of quality of service 
including, but not limited to, warranties, representations, undertakings or 
commitments in respect of difficulties or faults which result in a failure to establish 
service, in-service interruption or loss of or distortion of communication, and all 
implied warranties are hereby excluded. 


16. Safety and System Protection 


16.1 Each Party shall be responsible for the safe operation of its System and shall take all 
steps reasonably necessary or required by law to ensure that such operation and the 
implementation of this Agreement: 


a) comply with any specific safety and protection requirements contained in this 
Agreement (including, without limitation, the Joint Working Manual); 


b) do not endanger the safety or health of the officers, employees, contractors, 
representatives, agents, invitees or Subscribers of the other Party;  


c) do not damage, interfere with or cause any impairment to or deterioration in 
the operation of the other Party’s System; 


d) do not interfere with the use or provision of licensed telecommunication 
services provided by the other Party, provided that this principle shall not 
preclude the taking of action by either Party in the normal operation of its 
System to protect its System, on condition that any such action is in 
compliance with the Joint Working Manual. 


16.2 In the event that it is agreed to be necessary or desirable for representatives of a Party 
to access the premises of the other Party, each Party shall use its reasonable 
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endeavours to comply with all reasonable security and safety practices and procedures 
applicable to access to and operations on the premises of the other Party notified to it 
by the Party whose premises are being visited. Subject to the indemnified Party 
complying with Clause 26.6 each Party shall indemnify and keep indemnified the 
other against all risks and damages, costs, claims and expenses arising out of any 
breach by the indemnifying Party of this Clause 16.2.  


17.  Prevention of Fraud 


17.1 To the extent permitted by law, the Parties will promptly upon becoming aware of 
fraudulent use, theft or misuse of the Parties’ respective Services and associated 
Telecommunications Facilities inform the other of such circumstances.  


17.2 If requested, the Parties shall co-operate in the provision of information to the 
Commission or to other relevant regulatory bodies, in relation to fraudulent use, theft 
or misuse of the Parties’ respective Services and associated Telecommunications 
Facilities.  


18. Confidentiality 


18.1 Subject to the following provisions of this Clause 18, a Receiving Party shall keep in 
confidence Confidential Information and will not (and will use its best efforts to 
ensure that its directors, employees, agents, representatives, affiliates and professional 
advisers will not) disclose such information to any third party.  


18.2 A Receiving Party shall exercise no lesser security or degree of care over Confidential 
Information than that Party applies to its own Confidential Information and in any 
event such security or degree of care shall be no less than would be exercised by a 
reasonable person with knowledge of the confidential nature of the information.  


18.3 A Receiving Party shall restrict disclosure of Confidential Information relating to the 
other Party to those who have a reasonable need to know. Confidential Information 
shall be used solely for the purposes for which it was disclosed.  


18.4 A Receiving Party may disclose Confidential Information to a contractor or agent, 
subject to the contractor or agent having a reasonable need to know and undertaking 
to comply with obligations equivalent to those contained in this Clause 18.  


18.5 A Receiving Party may disclose Confidential Information to an Associated Company, 
subject to the Associated Company having a reasonable need to know and 
undertaking to comply with obligations equivalent to those contained in this Clause 
18.  


18.6 All Confidential Information is acknowledged by the Receiving Party to be the 
property of the Disclosing Party and the disclosure of the Confidential Information 
shall not be deemed to confer any rights to that Confidential Information on the 
Receiving Party. 
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18.7 The Disclosing Party may request in writing at any time any written Confidential 
Information (and/or Confidential Information in machine readable form) disclosed 
pursuant to the terms and conditions of this Clause 18 and any copies thereof be 
returned with a written statement to the effect that upon such return the Receiving 
Party has not knowingly retained in its possession or under its control, either directly 
or indirectly, any Confidential Information or copies thereof and the Receiving Party 
shall comply with any such request within seven (7) days of receipt of such request. 


19. Not used. 


20. Intellectual Property Rights 


20.1 Where any IPR is developed in connection with performance of this Agreement then, 
in the absence of any other Agreement between the Parties, the owner of the IPR shall 
be the Party who developed the IPR. Each Party grants to the other a non-exclusive, 
royalty free licence to use any IPR for the purposes of this Agreement and for its term 
subject to the other provisions in this Clause 20. 


20.2 Each Party (“the IP Indemnifying Party”) agrees to indemnify the other Party (“the IP 
Indemnified Party”) against all liability or loss arising from, and all reasonable costs, 
charges and expenses incurred in connection with, any claim, action, suit or demand 
alleging infringement by the IP Indemnified Party of the rights in Grenada of a third 
person arising from the use by the IP Indemnified Party of IPR disclosed or licensed 
by the IP Indemnifying Party under this Agreement except where such IPR has been 
modified or used other than in accordance with this Agreement subject to the IP 
Indemnified Party complying with Clause 26.6.  


20.3 If a Party becomes aware of an infringement or threatened infringement of IPR 
belonging to the other Party (“the IP Owner”) disclosed or licensed by the IP Owner 
under this Agreement, then that Party shall promptly notify the IP Owner of all the 
relevant details relating to the infringement, or threatened infringement.  


20.4 The IP Owner may take such steps and proceedings as it considers necessary or 
desirable to protect its rights in respect of the IPR, and any rights of the other Party in 
the IPR, and the other Party must render all reasonable assistance to the IP Owner in 
this regard at the IP Owner’s expense.  


20.5 If a Party (“the Infringing Party”) licenses IPR to the other Party for the purposes of 
this Agreement and that IPR infringes the rights of a third Party, then the Infringing 
Party must: 


a) at its own expense take such steps as are necessary to cure the infringement, or 


b) if a) is unreasonable having regard to the likely costs and other relevant 
matters, provide alternative technology as soon as reasonably practicable. 
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20.6 The Parties acknowledge that this Clause sets out the only remedies and forms for 
compensation available in respect of any infringement of third Party rights by IPR 
licensed for the purpose of this Agreement.  


20.7 A Party must not use a trademark belonging to another Party without the prior written 
consent of that other Party.  


21. Authorised Representatives 


21.1 Each Party shall appoint the representatives referred to in the Joint Working Manual 
to be responsible for the matters indicated in the Joint Working Manual. Each Party 
shall notify the other of the identity of the representative(s) in writing no later than 
five (5) Business Days following signature of this Agreement.  


21.2 Except as otherwise provided herein, all correspondence, meetings and other 
communications (including notification of matters in dispute) pertaining to issues 
pertaining to their responsibilities shall be directed to and conducted by and through 
those representative(s). The representative(s) shall keep an appropriate record of all 
communication with their counterpart(s).  


21.3 Each party is entitled to change the representative(s) by notice in writing to the other 
Party. 


22. Review and Amendment  


22.1 Without prejudice to the provisions of Clause 10, either Party may seek to amend this 
Agreement by serving on the other a review notice if: 


a) a material change occurs in the laws or regulations governing 
telecommunications which affect Grenada (including, without limitation, 
licence changes, Commission determinations, ECTEL decisions and court 
decisions that necessitate the amendment of this Agreement);  


b) a RIO or revised RIO submitted by C&W is approved in whole or in part;  


c) a requirement arises that is not technically feasible; 


d) a requirement arises for space that is not available; or 


e) both Parties agree in writing that there should be a review. 


22.2 A review notice shall set out in reasonable detail the events giving rise to the review 
required by the notice and the nature of the amendments sought by the Party serving 
the notice.  


22.3 With the exception of reviews arising under Clause 22.1(e), a Party must serve a 
review notice within three (3) months of the event giving rise to the review. 
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22.4 On service of a review notice, the Parties shall forthwith negotiate the matters to be 
resolved with a view to agreeing the relevant amendments to this Agreement. 


22.5 If, after a period of thirty (30) days from commencement of such review, the Parties 
fail to reach Agreement, the Parties shall resolve the dispute through the decision of 
an independent expert agreed between the Parties or, in the absence of such 
agreement, to be appointed by the Commission.  


22.6 For the avoidance of doubt, the Parties agree that the terms and conditions for this 
Agreement shall remain in full force and effect during such review until the Parties 
complete an agreement replacing or amending this Agreement or until such time as 
this Agreement is terminated in accordance with its terms. 


23. Suspension and Termination 


23.1 Either Party may suspend or terminate this Agreement or the provision of any Service 
or Services on notice in writing in the following situations on the following terms.  
References to “suspension” and “termination” not only include suspension or 
termination of this Agreement, but also specific Services.  


a) Either Party may suspend where suspension is necessary to deal with a 
material degradation of either Party’s telecommunications network or services; 


b) Either Party may suspend where the other Party fails to pay any undisputed 
invoice or payable undisputed portion of an invoice within thirty (30) days of 
deemed receipt of an invoice, and may terminate where the other Party fails to 
pay any undisputed invoice or any undisputed portion of an invoice when due 
and has failed to remedy such non-payment within three (3) months of receipt 
of a notice from the billing Party that the Agreement will be terminated for 
non-payment; 


c) Either Party may suspend where the other Party is engaged in acts or 
omissions which impair the integrity or security of the Party’s network or 
services, and may suspend on five days’ notice where the other Party is 
engaged in acts or omissions which will impair the integrity or security of the 
Party’s network or services and has failed to take reasonable steps during that 
period to ensure that such impairment does not result;  


d) Either Party may terminate where the other Party is engaged in acts or 
omissions which impair the integrity or security of the Party’s network or 
services, and fails to remedy such impairment within five days of notice being 
given; 


e) Either Party may suspend where the other Party is in breach of any material 
obligation contained in this Agreement and may terminate where the other 
Party fails to remedy such breach within 14 days of notice being given;  
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f) Either Party may suspend where the other Party engages in conduct which is 
harmful to the Party, and which is unlawful or interferes with the obligations 
of the Party under its licence, the Act or Regulations, and may terminate if the 
conduct does not cease within 2 days of notice being given; 


g) Either Party may suspend or terminate if either Party’s Public Network 
Operator Licence and/or relevant Frequency Authorization necessary to entitle 
the Party to interconnection or to enable the Party to carry out its obligations at 
any time expires or is revoked by the Minister and is not immediately replaced 
or re-issued;  


h) Either Party may suspend where the other Party engages in conduct that would 
endanger life or safety, or damage the property of the Party, and may 
terminate if such conduct is not ceased within 2 days of notice being given; 


i) Either Party may suspend or terminate if the other Party ceases to carry on 
business, enters into liquidation (other than for the purpose of merger or 
reconstruction where the emergent company assumes its obligations 
hereunder) or is dissolved or becomes bankrupt or insolvent or takes or suffers 
any similar action in consequence of debt;  


j) Either Party may suspend or terminate if circumstances arise whereby it is no 
longer technically feasible to provide services; or 


k) Either Party may terminate with the agreement of the Other Party on 
reasonable notice as agreed by the Parties. 


23.2 In each case where service is suspended pursuant to Clause 23.1, it shall be restored 
once the circumstances warranting suspension have ceased to apply.  Exercise of a 
right to suspend under Clause 23.1 shall not prejudice the suspending Party’s right to 
exercise any other existing right to terminate pursuant to clauses 23.1.  The Party 
whose service is suspended shall remain liable for any Charges in respect of the 
suspended Service throughout the period of suspension. 


23.3 Notwithstanding Clause 23.1, neither Party may terminate this Agreement in respect 
of any Essential Services as determined by the Commission unless the Commission, 
after due notice, has consented to the termination of those Services. 


24. Effects of Termination 


24.1 Termination or expiry of this Agreement shall be without prejudice to the rights and 
obligations of the Parties accruing prior to such termination and such termination shall 
not affect the continuance in force of any provision of this Agreement which is 
expressly or by implication intended to continue in force (including but not limited to 
Clauses 1, 9, 11, 18, 20, 24, 26 and Paragraph 2.3.2.6 of the Joint Working Manual).  
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24.2 Termination or expiry of this Agreement shall not operate as a waiver of any breach 
by a Party of this Agreement and shall be without prejudice to any rights, liabilities or 
obligations of either Party which have accrued up to the date of termination.  


25. Force Majeure 


25.1 Neither Party shall be liable to the other for any delay or failure to perform or observe 
any provision of this Agreement by reason of Force Majeure.  


25.2 The Party affected by any Force Majeure shall promptly notify the other of the 
estimated extent and duration of its inability to perform its obligations under this 
Agreement. Upon cessation of the delay or failure resulting from Force Majeure, the 
Party affected shall promptly notify the other of such cessation.  


25.3 If, as a result of Force Majeure, performance by either Party of its obligations under 
this Agreement is only partially affected, that Party shall nevertheless remain liable 
for the performance of those obligations not affected by Force Majeure. 


25.4 If the Force Majeure lasts for six months or less from the date of any notification 
under Clause 25.2, any obligation outstanding shall be fulfilled by the Party affected 
as soon as possible after cessation of the Force Majeure, save to the extent that such 
fulfilment is no longer practically possible or is not required by the other Party.  


25.5 If the Force Majeure lasts for more than six months from the date of any such 
notification and notice of cessation has not been given and such Force Majeure 
prevents the affected Party from performing its obligations in whole or in part during 
that period, the unaffected Party shall be entitled (but not obliged) to terminate this 
Agreement by giving not less than thirty (30) days written notice to the other after 
expiry of such six month period, unless notice of cessation of the Force Majeure is 
received by the unaffected Party prior to the expiry of such thirty (30) days notice. If 
this Agreement is not so terminated under the provisions of this Clause 25, any 
obligations outstanding shall be fulfilled by the Party affected by the Force Majeure 
as soon as possible after the Force Majeure has ended, save to the extent that such 
fulfilment is no longer possible or is not required by the other Party.  


 


26. Liability 


26.1 Neither Party shall be liable to the other in respect of any action, claim, suit or 
demand brought or made against the other by any third person pursuant to a 
contractual relationship with that other Party, where and to the extent that liability 
resulting in any such proceeding was or ought reasonably to have been excluded or 
limited by such other Party.  


26.2 Notwithstanding any other provision of this Agreement, neither Party shall be liable 
to the other for indirect, purely economic, special or consequential loss or damage, 
foreseeable or not, arising from its performance or non-performance of its obligations 
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under this Agreement, whether through negligence, wilful acts or omissions or 
otherwise.  


26.3 In addition to the other limitations contained in this Clause 26, the liability of each 
Party to the other in contract and for negligence, or wilful acts or omissions, and 
otherwise in respect of its performance under this Agreement shall be limited, to the 
extent permitted by law, to US$1.0 million for any one incident or series of events 
arising from a single incident. 


26.4 Nothing in this Agreement shall exclude or limit the liability of one Party to the other 
arising out of that Party’s fraud or fraudulent misrepresentation. 


26.5 Subject to Clause 26.6, each Party (“the Indemnifying Party”) shall indemnify the 
other (“the Indemnified Party”) against all liability or loss arising directly from, and 
any reasonable cost, charge or expense incurred in connection with: 


a) damage to or loss of any Telecommunications Facilities or other property of 
the Indemnified Party caused by the negligence or wilful acts or omissions of 
the Indemnifying Party or its employees, directors, representatives or agents 
arising out of or in connection with this Agreement; and 


b) any action, claim, suit or demand by any person against the Indemnified Party 
in respect of or arising out of any negligence or wilful acts or omissions of the 
Indemnifying Party in the course of providing services to the Indemnified 
Party.  


26.6 If any action, claim, suit or demand (“claim”) is made by any person against the 
Indemnified Party which, if satisfied or paid by the Indemnified Party, would result in 
liability by the Indemnifying Party under the indemnity set out in Clause 26.5:  


a) the Indemnified Party must give written notice of the claim to the 
Indemnifying Party as soon as practicable after the making of the claim; and 


b) within thirty (30) days after receipt of that notice, the Indemnifying Party 
must: 


i) cause the Indemnified Party to be put in sufficient funds to satisfy or 
pay the claim; or 


ii) give notice to the Indemnified Party directing it to take such action 
(including legal proceedings) in respect of the claim as notified at the 
Indemnifying Party’s expense; and 


c) the Indemnifying Party must cause the Indemnified Party to be put, and 
therefore maintained, in sufficient funds in sufficient time to pay all 
reasonable costs and expenses of any action or settlement directed by the 
Indemnifying Party under Clauses 26.6(b) and 26.6(d) and 
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d) the Indemnified Party: 


i) must take such action as the Indemnifying Party reasonably directs to 
avoid, dispute, defend, appeal, settle or compromise (“deal with”) the 
claim and any adjudication thereof; and 


ii) must not deal with the claims except as directed by the Indemnifying 
Party. 


27. Relationship of the Parties 


27.1 In giving effect to this Agreement, the relationship of the Parties to each other shall be 
that of independent contractors. Nothing in this Agreement shall be construed as or 
shall constitute the relationship of the Parties as an agency, partnership, franchise, 
employment, joint venture or other joint venture relationship between the Parties.  


27.2 No Party shall have the right to enter into contracts or pledge the credit of or assume 
or incur expenses or liabilities or any obligation of any kind (including but not limited 
to the making of any representation or warranty), express or implied, on behalf of the 
other Party unless otherwise expressly permitted by such other Party.  


27.3 The only Parties to this Agreement are the Telco and C&W.  


27.4 This Agreement confers benefits and imposes burdens only upon the Parties to this 
Agreement and does not confer any benefit of any kind whatsoever or impose any 
burden of any kind whatsoever upon any person or entity who is not a Party.  


27.5 Subject to any express provision of this Agreement to the contrary, this Agreement 
does not provide any person or entity who is not a Party with any remedy, defence, 
claim, action, claim of action or other right of any kind, or impose any liability upon 
such person that that person did not have before this Agreement commenced.  


28. Representations of the Parties 


28.1 Each Party represents that it is now and will remain in compliance with all laws, 
regulations, and orders applicable to its performance of its obligations under this 
Agreement. Each Party shall promptly notify the other Party in writing of any 
governmental or regulatory action that suspends, cancels, withdraws, limits or 
otherwise materially affects its ability to perform its obligations under this 
Agreement.  


28.2 Each Party represents and warrants to the other that it: 


a) is a limited liability company duly incorporated or continued and validly 
existing under the laws of Grenada and has all necessary corporate power and 
capacity to own its properties and carry on its business in Grenada as presently 
carried on and is duly licensed, registered or qualified under the relevant 
company or corporate legislation in all jurisdictions where the character of its 
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property owned or leased or the nature of the activities conducted by it makes 
such licensing, registration or qualification necessary or desirable; 


b) has all necessary corporate power, authority and capacity to enter into this 
Agreement and to carry out its obligations in accordance with their terms 
subject to necessary regulatory approval, and that the execution and delivery 
of this Agreement have been duly authorised by all necessary corporate action 
on its part; and 


c) is duly qualified to act as a Public Network Operator under the Act and shall 
hold all valid licences or permits as deemed or granted under the Act to 
establish and operate Telecommunications Facilities and to provide specified 
services.  


29. Severability 


29.1 The individuality or enforceability for any reason of any part of this Agreement shall 
not prejudice or affect the validity or enforceability of the remainder of this 
Agreement.  


29.2 If further lawful performance of this Agreement or any part hereof shall be rendered 
impossible by the final judgement or final order of any court of competent 
jurisdiction, commission or governmental agency or similar authority having 
jurisdiction over either Party, the Parties undertake that they will exert their best 
efforts to agree on an amendment or amendments to this Agreement or on 
modifications of their practices hereunder in such manner as will fully comply with 
such judgement or Order and render further performance lawful. 


29.3 The enforceability of all rights or obligations of the Parties under this Agreement or 
the portion thereof judged invalid, illegal or otherwise unenforceable by such 
judgement or Order, shall be suspended as from the date thereof pending the outcome 
of negotiations between the Parties as aforesaid though without prejudice to all or any 
accrued rights of the Parties in respect of the past performance or observance thereof.  


30. No Waiver 


30.1 Failure or delay by either Party at any time to enforce any of the provisions of this 
Agreement shall not be construed by the other as a waiver of any such provision nor 
in any way affect the validity of this Agreement or any part thereof.  


30.2 Subject to Clause 22.4, no variation, modification or waiver of any provisions of this 
Agreement shall in any event be of any force or effect, unless the same is in writing 
signed by each of the Parties hereto.  


30.3 No forbearance, delay or indulgence by either Party in enforcing the provisions of this 
Agreement shall prejudice or restrict the rights of such Party nor shall any waiver of 
its rights operate as a waiver of any subsequent breach and no right, power or remedy 
herein conferred upon or reserved for either Party is exclusive of any right, power or 
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remedy available to such Party and each such right, power or remedy shall be 
cumulative.  


31. Entire Agreement 


31.1 This Agreement and to the extent applicable governmental regulations, tariffs or rules 
constitutes the entire Agreement and understanding between the Parties and 
supersedes all previous Agreements, understandings and representations between the 
Parties, whether oral or written, as it relates to interconnection.  


32. Assignment 


32.1 Neither Party may assign the whole or any part of this Agreement or its rights or 
obligations hereunder other than with the prior consent in writing of the other Party, 
such consent not to be unreasonably withheld or delayed.  Notwithstanding the 
foregoing, neither Party shall require the consent of the other Party to assign the 
whole or any part of this Agreement or its rights or obligations hereunder to a 
subsidiary, parent or affiliate.  


32.2 A Party may only perform an assignment under Clause 32.1 if: 


a) the assignee is granted all applicable Public Network Operator Licences and 
Frequency Authorizations by the Minister with respect to the ownership and 
operation of all or part of the Telecommunications Facilities of the assigning 
Party and the provision of all or part of the telecommunications services of the 
assigning Party; 


b) in cases where the assignee is an Associated Company of the assigning Party 
and ceases to be a Associated Company, the assigning Party shall give prior 
notification of that fact to the other Party hereto and shall procure that prior to 
such cessation such assignee reassigns such rights and obligations to it; and 


c) the assigning Party shall procure that the assignee enters into an agreement 
with the other Party whereby the assignee agrees to observe all of the terms 
and conditions of this Agreement and, if required by the other Party, the 
assigning Party shall join in such agreement to guarantee the performance of it 
by the assignee. 


32.3 Either Party may subcontract for the provision of its services or obligations under this 
Agreement, provided that, in such case, it will not be relieved of its obligations as 
specified in this Agreement.  


33. Notices 


33.1 Any notice which may be given by either Party under this Agreement shall be deemed 
to have been duly given if left at or sent by courier or facsimile transmission 
(confirming the same by courier) or, where the Parties expressly agree, by electronic 
mail, to an address to which notices, invoices or other documents may be sent under 
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Clause 33.3 below, or, if no such notification is given, its principal place of business 
as set out herein.  


33.2 Any such notice shall be deemed to have been made to the other Party on the day on 
which such communication ought to have been received in due course by registered 
mail or facsimile transmission. Any communication by electronic mail shall be 
deemed to have been made on the day on which the communication is first stored in 
the receiving Party’s electronic mailbox.  


33.3 All notices under this Agreement shall be sent: 


To C&W -       


Cable and Wireless Grenada Limited 


P.O. Box 119 


The Carenage, St. George’s, Grenada 


Attention: General Manager 


 


Cable and Wireless, Carrier Services 


3rd Floor, Cedar Court, Wildey 


St. Michael, Barbados 


Attention: EVP, Carrier Services 


 


Cable and Wireless  


Leeward 4, Safehaven Corporate Centre 


P.O. Box 2425 GT 


Grand Cayman, Cayman Islands 


Attention: EVP, Law, Regulatory and Public Policy 


 


To the Telco –  


Global Network Providers (Grenada) Ltd. 


P.O. Box 1290 
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Grand Anse, St. Georges, Grenada 


Attention:  Mr. Antonio Bailey, CEO 


 


34. Arbitration 


34.1 Subject to Paragraphs 2.2.6, 2.3.7, 2.5.4 and 3.3 of the Joint Working Manual, all 
disputes in connection with the Agreement not settled under other terms of this 
Agreement shall, at the request of either Party, be finally settled under the Rules of 
Conciliation and Arbitration of the International Chamber of Commerce (ICC) by 
three (3) arbitrators appointed in accordance with the said Rules. 


34.2 The place of arbitration shall be Grenada or, such other place as shall be agreed by the 
Parties, and the proceedings shall be conducted in the English language.  


34.3 Providing there is no fundamental error at law or no fundamental or manifest error of 
fact, the award shall be final and binding on the Parties.  


34.4 The Arbitrator shall be authorised to determine any dispute between the Parties 
including, but not limited to, the construction, interpretation or application of this 
Agreement. In reaching a decision, the Arbitrator shall take into account the 
commercial relationship between the Parties, the contentions of the Parties, previous 
dealings between the Parties and any other factors which may be relevant.  


35. Publicity 


35.1 Neither Party shall without the prior approval in writing (such approval not to be 
unreasonably withheld) of the other, make any public announcement or give any 
release or statement to the press, television, radio or other media relating to or in any 
way connected with this Agreement.  The Party whose approval is sought shall reply 
to any request to make such an announcement within five (5) business days. 


36. Insurance Provisions 


36.1 Each Party must maintain during the term of this Agreement a valid and enforceable 
public and product liability insurance policy providing coverage of at least 


a) US $1.0 million in respect of any one incident and unlimited in the aggregate 
for public liability; and 


b) US $1.0 million in respect of any one incident and US $1.5 million in the 
annual aggregate for product liability in the first two years of this Agreement, 
increasing to US $1.0 million in respect of any one incident and US $2.0 
million in the aggregate for product liability in each year thereafter. 


36.2 The policy shall insure against all risks it is prudent for the Parties to insure against. 
Those risks shall include, but not be limited to: 
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a) Liabilities and potential liabilities under or in respect of this Agreement; 


b) Fidelity coverage for losses incurred as a result of dishonesty on the part of the 
Party’s employees, agents, contractors or other personnel; 


c) Liability in respect of intellectual property rights infringement as more fully 
described in Clause 20.  


36.3 Such insurance shall be effected with a reputable insurance company authorized to 
carry on business in Grenada and reasonably satisfactory to the Parties, in the joint 
names of the Telco and C&W for their respective interests. 


36.4 Whenever requested by either Party, the other Party shall promptly provide a 
certificate issued by the relevant insurer stating that a policy in the amounts set forth 
in this agreement for the named insured is in effect. 


37. Approval of Agreement 


37.1 Pursuant to Clause 2, this Agreement shall not come into effect until it is approved by 
the Commission and is executed by the Parties. The Parties will use their best 
endeavours to obtain approval of this Agreement and will agree submissions to be 
made to the Regulator.  Neither Party shall be obliged to enter into this Agreement if 
it has been substantially changed in the approval process in a manner that is 
unacceptable to the Party. 


38. Governing law and jurisdiction 


38.1 This Agreement shall be governed by and construed and interpreted in accordance 
with the laws of Grenada.  


39. Counterparts 


39.1 This Agreement may be executed in counterparts, all of which shall constitute one 
agreement, and each such counterpart shall be deemed to have been made, executed 
and delivered on the date set out at the head of this Agreement, without regard to the 
dates or times when such counterparts may actually have been made, executed or 
delivered.  


40. Reference Interconnect Offer 


40.1 To the extent that the terms of this Agreement depart from those included in a RIO 
lodged with the Commission, the agreement to the inclusion of any such terms in this 
Agreement shall not be taken as acceptance by C&W that the terms of this Agreement 
are appropriate for inclusion in the RIO or that the equivalent terms in the RIO are 
inappropriate, pending approval of the RIO by the Commission. 


41.  Deposits 
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41.1 C&W may require the Telco to provide a security deposit by the Ready for Service 
date of the Joining Service.  The amount of any such security deposit shall not exceed 
the sum of three (3) months Usage Charges for all Services forecast to be used by the 
Telco as set out in the Final Forecast.  Any security deposit furnished under this 
clause shall be returned to the Telco with interest, less any outstanding Charges, in the 
event the Agreement is terminated.  The deposit shall also be returned, with interest, 
once the Telco has paid all undisputed Charges, or payable disputed Charges when 
due for a period of twenty-four (24) months. 


Signed as an Agreement on the [      ] day of [            ], 2002 


 


Signed for and on behalf of Cable and Wireless Grenada Ltd. 


 


 


By:  _______________________________________ 


 


Signed for and on behalf of Global Network Providers (Grenada) Ltd. 


 


By:  ______________________________________ 


 


 





		1. Definitions and Applicability

		1.1 In this Agreement, unless the context otherwise requires or explicitly states, the terms used shall have the meanings assigned to them in the Definitions schedule. 

		1.2 In this Agreement, unless the context otherwise requires or explicitly states:

		1.3 References in this Agreement to either Party shall include any legitimate successors or assigns of that Party pursuant to Clause 32.

		1.4 Headings are included for convenience and do not affect the interpretation of this Agreement. 

		1.5 In the event of any inconsistency between the numbered Clauses of this Agreement and the Schedules, Annexes or other Attachments, the numbered Clauses of this Agreement shall prevail. In any other event the following order of priority will apply:



		2. Duration

		2.1 This Agreement takes effect on the date it is approved and has been executed, and continues in full force and effect for a period of five (5) years unless terminated in accordance with Clause 23 or otherwise varied in accordance with the provisions of Clause 22. In the event of any variation pursuant to Clause 22, the Agreement as amended shall continue in full force and effect unless terminated in accordance with Clause 23 or further otherwise varied in accordance with the provisions of Clause 22.

		2.2 In the event that the period set out in Clause 2.1 expires and the Parties have not concluded an agreement replacing this Agreement, the terms and conditions of this Agreement shall continue in full force and effect until such time as a replacement agreement is negotiated and approved, provided however that, neither shall be obliged to continue to provide service if no agreement is reached and approved within 6 months of the conclusion of the term referenced in Clause 2.1



		3. Interconnection

		3.1 C&W shall connect and keep connected the C&W System to the Telco System and the Telco shall connect and keep connected the Telco System to the C&W System in the manner described in this Agreement in order to convey Calls to, from or in transit over their respective System. 

		3.2 Subject to Clause 15, Points of Connection shall be established between the C&W Interconnect Switch Location and Telco Interconnect Points of Presence specified in the Service Schedule in accordance with the Joining Service as more particularly described in the Service Descriptions. 

		3.3 Each Party shall ensure that its Telecommunications Facilities at each relevant C&W Interconnection Switch Location or Telco Interconnect Point of Presence conform to the technical requirements set out in the Joint Working Manual. 



		4. Forecasting, Ordering and Provision of Interconnect Capacity

		4.1 The Parties will exchange Forecasts for each Service as required in the Service Descriptions in accordance with the procedures set out in the Joint Working Manual and shall comply with all the applicable provisions of the Joint Working Manual relating to forecasting.

		4.2 The Parties will order and provision capacity in accordance with the procedures set out in the Joint Working Manual and comply with all applicable provisions of the Joint Working Manual relating to ordering and provisioning.



		5. Testing

		5.1 The Parties will carry out the Acceptance Testing and commissioning procedures described in the Joint Working Manual. 



		6. Operation and Maintenance

		6.1 Subject to Clause 9.1, each Party shall be responsible for planning, providing, operating and maintaining all Telecommunications Facilities located on its side of the interface at the Point of Connection. 

		6.2 Each Party shall manage traffic on its System so as to avoid disruption to the other Party’s System to the maximum extent reasonably practicable and each Party shall take all necessary steps as are reasonably practicable to minimise service failures and congestion and signalling system disturbances within its own System which would affect the ability of the other Party to carry Calls across such other Party's System in accordance with the routing principles set out in the Joint Working Manual and the Parameter Schedule. 

		6.3 Each Party shall advise the other Party of any Faults or planned maintenance in accordance with the procedures set out in the Joint Working Manual and shall resolve the Faults or conduct the maintenance in accordance with the Joint Working Manual. 

		6.4 Each Party may make reasonable tests and inspections of any services and Telecommunications Facilities it provides to the other and may upon reasonable notice temporarily interrupt services carried on the Telecommunications Facilities being tested or inspected in accordance with the provisions of the Joint Working Manual relating to planned maintenance. Where a test or inspection will affect telecommunications traffic originating or terminating on or transiting the other Party’s System, the testing or inspection shall be carried out in such a way as to minimise disruption to the other Party’s System. 



		7. System Changes

		7.1 Each Party shall notify the other Party of developments within its System that may impact on the routing and forecasting of traffic upon finalisation of a decision to make such changes. 

		7.2 Neither Party shall make or permit to be made any alteration, adjustment or addition to its System in such a way as to materially impair the operation of the other Party’s System or otherwise to materially affect the conveyance of Calls over a Point of Connection unless the Party provides reasonable prior written notice to enable the other Party to make modifications to its own System which are necessary to maintain interconnection at the agreed standards. Each Party shall take appropriate and reasonable steps to minimise the impact on the other Party of such alteration, adjustment or addition (including the costs). 

		7.3 In the event that at any time either Party proposes to change any standards or implement additional standards or standards with different features which may affect the operation of the other Party’s System, the Party shall so notify the other Party as soon as practicable and in any event at least six (6) months in advance, so that the other Party has a reasonable opportunity to attempt to meet such standards or adjust its System accordingly. Each Party shall take appropriate and reasonable steps to minimise the impact on the other Party of such alteration, adjustment or addition (including the costs). 

		7.4 Subject to Clauses 7.2 and 7.3, nothing in this Agreement shall limit either Party's ability to upgrade its System through the incorporation of new equipment, new software or otherwise or to change, in part or in whole, the design, function, operation or layout of its System. 

		7.5 The applicable standards of operation of each Party’s System for the purpose of the Services will be those specified in the Joint Working Manual and, in the absence of any specified standards, will be such applicable international standards as the Parties may agree.



		8. Telecommunication Services

		8.1 Each Party shall provide the other with the Services for which that Party is indicated as being the Service Supplier in the Service Schedule, provided that each Party’s System and all relevant Points of Connection are suitable for the conveyance of Calls pursuant to the relevant Service Description.  Subject to Clause 15 the Services shall be provided in accordance with the Service Descriptions and the Joint Working Manual. 

		8.2 For the avoidance of doubt, and notwithstanding the interconnection of the Parties’ Systems, neither Party shall hand over to the other Party, nor have an obligation to convey Calls of any category, unless the Parties have agreed to convey Calls of that category pursuant to a Service Description. In the event that Calls not expressly provided for are handed over and accepted for conveyance, the following supplementary charges will be applied: (i) where the Call is of a type described in a Service Description, the charges for that Service as set out in the Tariff Schedule, and (ii) where the Call is of a type not described in a Service Description, the charges for PSTN Terminating Access Service as set out in the Tariff Schedule, or such amount as is reasonable having regard to all the circumstances. 

		8.3 Each Party shall be solely responsible for the switching and routing of all telecommunication services on its System and shall not be liable for telecommunications services provided by a Third Party Telecom Provider. Such switching and routing shall be consistent with the principles in the Joint Working Manual. 



		9. Charges and Payment

		9.1 Each Party shall pay to the other the relevant Charges applicable to each Service as more particularly described in the Service Descriptions and tariffed in the Tariff Schedule. 

		9.2 With the exception of the Access Deficit Contribution component of any Charges, unless agreed otherwise between the Parties, Charges payable by C&W to the Telco for a Service shall be the same as the Charges payable by the Telco to C&W for the same Service.  In the event that C&W’s Charges for a Service are varied pursuant to Clause 10, the Telco will vary its Charges for the same Service to ensure they remain the same.  The Charges payable by C&W to the Telco in respect of a Service shall not include an Access Deficit Contribution.   

		9.3 Payments shall be made in an agreed form and will be deemed made on the date of receipt of such payments in cleared funds.

		9.4 Subject to Clause 9.5, all Charges payable under this Agreement shall be payable within thirty (30) days of deemed receipt of an invoice. In the event that either Party shall fail to pay any amount due hereunder within such thirty (30) day period, the payee shall be entitled to charge and receive interest at the base lending rate of C&W’s principle bankers from time to time in force plus 2%, from and including the day following the due date for payment until the date of payment in full, and whether before or after any court judgement or other award. 

		9.5 In the event that either Party disputes the specific amount of any invoice delivered by the other Party under this Agreement the Parties shall resolve the dispute in accordance with the investigation and determination procedures set out in the Joint Working Manual. Notwithstanding any dispute as to any payment, the Parties shall remain obliged to continue to observe and perform the provisions of this Agreement. 

		9.6 Notwithstanding the reference of any dispute for investigation and determination under this Agreement, if the amount in dispute represents less than 5% of the total amount (excluding any value added or other applicable tax) of the invoice, the invoiced amount shall, for the purposes of Clause 9.3 be deemed payable in full. If the amount in dispute represents 5% or more of the total amount of the invoice (excluding any value added or other applicable tax), the amount in dispute shall, for the purposes of Clause 9.3, be deemed not payable pending resolution of the dispute under Clause 9.4. Nothing in this Clause shall be taken as permitting a Party to withhold payment of an amount that is not in dispute. 

		9.7 Where appropriate, any value added or other applicable tax shall be added to all or any part of the Charges under this Agreement, and shall be paid by the Party responsible for making such payment. 

		9.8 To the extent that C&W is permitted to rebalance its rates such that its Access Deficit is reduced, the amount of the ADC payable pursuant to the terms of this Agreement shall be reduced by a proportionate amount.

		9.9 For the purposes of this Clause 9, “Access Deficit” means the amount by which the fully distributed costs of providing access services (and local services where applicable) exceed the revenues derived from those services.



		10. Variation of Charges

		10.1 C&W may from time to time notify the Telco of changes to specific Charges,  



		11. Billing

		11.1 Each Party shall be responsible for invoicing its own Subscribers. 

		11.2 Each Party shall be entitled to invoice the other Party for the relevant Usage Charges and Monthly Recurring Charges following the expiration of each Billing Period. Each Party shall use reasonable endeavours to deliver invoices in a timely manner in accordance with the Joint Working Manual. 

		11.3 Subject to Clauses 11.2 and 11.4, each Party shall be entitled to invoice the other Party for applicable One-off Charges and any other amounts expressed as being payable in accordance with the specific provisions of this Agreement. 

		11.4 Invoicing for the Joining Service shall be carried out in accordance with the relevant Service Description and all reasonable endeavours shall be used to ensure that all information necessary to produce a complete invoice for such Services is obtained in a timely manner. 

		11.5 Any failure to deliver invoices in accordance with Clause 11.2, 11.3 or 11.4 shall not be deemed to be a waiver of the invoicing Party’s rights in respect of payment or a breach of a material obligation of the invoicing Party.

		11.6 For the purpose of reconciling accounts, each Party shall use all reasonable endeavours to provide the other with Billing Data in respect of Calls conveyed from its System and handed over to the other Party at a Point of Connection in accordance with the Joint Working Manual. 

		11.7 Notwithstanding the above, in the event that:



		12. Infrastructure Sharing

		12.1 Nothing in this Agreement shall be taken as requiring a Party to share Telecommunications Facilities or to provide co-location.



		13. CLI

		13.1 The Parties will pass CLI in accordance with the Joint Working Manual and any agreed code of practice for CLI from time to time in force. For the avoidance of doubt, neither Party is required to pass CLI for any Call in respect of which CLI is not available. 



		14. Numbering

		14.1 Each Party shall make the necessary adjustments to its System to route Calls to the other Party’s System in accordance with the number ranges and other numbers assigned to the other Party under the National Numbering Scheme and in accordance with the Service Descriptions and the Service Schedule. 

		14.2 Each Party shall use numbers in accordance with the National Numbering Scheme.



		15. Service Performance and Standards

		15.1 Subject to Clause 15.3, the Parties shall use all reasonable endeavours to comply with the provisions relating to quality of service set out in the Joint Working Manual and the Parameter Schedule. 

		15.2 Subject to Clause 15.3, the Parties shall use all reasonable endeavours to at all times apply standards (including signalling standards) and operating guidelines which are consistent with the Joint Working Manual. 

		15.3 Save as is set out in Clause 15.1 and 15.2, the Parties provide no other warranties, representations, undertakings or commitments in respect of quality of service including, but not limited to, warranties, representations, undertakings or commitments in respect of difficulties or faults which result in a failure to establish service, in-service interruption or loss of or distortion of communication, and all implied warranties are hereby excluded.



		16. Safety and System Protection

		16.1 Each Party shall be responsible for the safe operation of its System and shall take all steps reasonably necessary or required by law to ensure that such operation and the implementation of this Agreement:

		16.2 In the event that it is agreed to be necessary or desirable for representatives of a Party to access the premises of the other Party, each Party shall use its reasonable endeavours to comply with all reasonable security and safety practices and procedures applicable to access to and operations on the premises of the other Party notified to it by the Party whose premises are being visited. Subject to the indemnified Party complying with Clause 26.6 each Party shall indemnify and keep indemnified the other against all risks and damages, costs, claims and expenses arising out of any breach by the indemnifying Party of this Clause 16.2. 



		17.  Prevention of Fraud

		17.1 To the extent permitted by law, the Parties will promptly upon becoming aware of fraudulent use, theft or misuse of the Parties’ respective Services and associated Telecommunications Facilities inform the other of such circumstances. 

		17.2 If requested, the Parties shall co-operate in the provision of information to the Commission or to other relevant regulatory bodies, in relation to fraudulent use, theft or misuse of the Parties’ respective Services and associated Telecommunications Facilities. 



		18. Confidentiality

		18.1 Subject to the following provisions of this Clause 18, a Receiving Party shall keep in confidence Confidential Information and will not (and will use its best efforts to ensure that its directors, employees, agents, representatives, affiliates and professional advisers will not) disclose such information to any third party. 

		18.2 A Receiving Party shall exercise no lesser security or degree of care over Confidential Information than that Party applies to its own Confidential Information and in any event such security or degree of care shall be no less than would be exercised by a reasonable person with knowledge of the confidential nature of the information. 

		18.3 A Receiving Party shall restrict disclosure of Confidential Information relating to the other Party to those who have a reasonable need to know. Confidential Information shall be used solely for the purposes for which it was disclosed. 

		18.4 A Receiving Party may disclose Confidential Information to a contractor or agent, subject to the contractor or agent having a reasonable need to know and undertaking to comply with obligations equivalent to those contained in this Clause 18. 

		18.5 A Receiving Party may disclose Confidential Information to an Associated Company, subject to the Associated Company having a reasonable need to know and undertaking to comply with obligations equivalent to those contained in this Clause 18. 

		18.6 All Confidential Information is acknowledged by the Receiving Party to be the property of the Disclosing Party and the disclosure of the Confidential Information shall not be deemed to confer any rights to that Confidential Information on the Receiving Party.

		18.7 The Disclosing Party may request in writing at any time any written Confidential Information (and/or Confidential Information in machine readable form) disclosed pursuant to the terms and conditions of this Clause 18 and any copies thereof be returned with a written statement to the effect that upon such return the Receiving Party has not knowingly retained in its possession or under its control, either directly or indirectly, any Confidential Information or copies thereof and the Receiving Party shall comply with any such request within seven (7) days of receipt of such request.



		19. Not used.

		20. Intellectual Property Rights

		20.1 Where any IPR is developed in connection with performance of this Agreement then, in the absence of any other Agreement between the Parties, the owner of the IPR shall be the Party who developed the IPR. Each Party grants to the other a non-exclusive, royalty free licence to use any IPR for the purposes of this Agreement and for its term subject to the other provisions in this Clause 20.

		20.2 Each Party (“the IP Indemnifying Party”) agrees to indemnify the other Party (“the IP Indemnified Party”) against all liability or loss arising from, and all reasonable costs, charges and expenses incurred in connection with, any claim, action, suit or demand alleging infringement by the IP Indemnified Party of the rights in Grenada of a third person arising from the use by the IP Indemnified Party of IPR disclosed or licensed by the IP Indemnifying Party under this Agreement except where such IPR has been modified or used other than in accordance with this Agreement subject to the IP Indemnified Party complying with Clause 26.6. 

		20.3 If a Party becomes aware of an infringement or threatened infringement of IPR belonging to the other Party (“the IP Owner”) disclosed or licensed by the IP Owner under this Agreement, then that Party shall promptly notify the IP Owner of all the relevant details relating to the infringement, or threatened infringement. 

		20.4 The IP Owner may take such steps and proceedings as it considers necessary or desirable to protect its rights in respect of the IPR, and any rights of the other Party in the IPR, and the other Party must render all reasonable assistance to the IP Owner in this regard at the IP Owner’s expense. 

		20.5 If a Party (“the Infringing Party”) licenses IPR to the other Party for the purposes of this Agreement and that IPR infringes the rights of a third Party, then the Infringing Party must:

		20.6 The Parties acknowledge that this Clause sets out the only remedies and forms for compensation available in respect of any infringement of third Party rights by IPR licensed for the purpose of this Agreement. 

		20.7 A Party must not use a trademark belonging to another Party without the prior written consent of that other Party. 



		21. Authorised Representatives

		21.1 Each Party shall appoint the representatives referred to in the Joint Working Manual to be responsible for the matters indicated in the Joint Working Manual. Each Party shall notify the other of the identity of the representative(s) in writing no later than five (5) Business Days following signature of this Agreement. 

		21.2 Except as otherwise provided herein, all correspondence, meetings and other communications (including notification of matters in dispute) pertaining to issues pertaining to their responsibilities shall be directed to and conducted by and through those representative(s). The representative(s) shall keep an appropriate record of all communication with their counterpart(s). 

		21.3 Each party is entitled to change the representative(s) by notice in writing to the other Party.



		22. Review and Amendment 

		22.1 Without prejudice to the provisions of Clause 10, either Party may seek to amend this Agreement by serving on the other a review notice if:

		22.2 A review notice shall set out in reasonable detail the events giving rise to the review required by the notice and the nature of the amendments sought by the Party serving the notice. 

		22.3 With the exception of reviews arising under Clause 22.1(e), a Party must serve a review notice within three (3) months of the event giving rise to the review.

		22.4 On service of a review notice, the Parties shall forthwith negotiate the matters to be resolved with a view to agreeing the relevant amendments to this Agreement.

		22.5 If, after a period of thirty (30) days from commencement of such review, the Parties fail to reach Agreement, the Parties shall resolve the dispute through the decision of an independent expert agreed between the Parties or, in the absence of such agreement, to be appointed by the Commission. 

		22.6 For the avoidance of doubt, the Parties agree that the terms and conditions for this Agreement shall remain in full force and effect during such review until the Parties complete an agreement replacing or amending this Agreement or until such time as this Agreement is terminated in accordance with its terms.



		23. Suspension and Termination

		23.1 Either Party may suspend or terminate this Agreement or the provision of any Service or Services on notice in writing in the following situations on the following terms.  References to “suspension” and “termination” not only include suspension or termination of this Agreement, but also specific Services. 

		23.2 In each case where service is suspended pursuant to Clause 23.1, it shall be restored once the circumstances warranting suspension have ceased to apply.  Exercise of a right to suspend under Clause 23.1 shall not prejudice the suspending Party’s right to exercise any other existing right to terminate pursuant to clauses 23.1.  The Party whose service is suspended shall remain liable for any Charges in respect of the suspended Service throughout the period of suspension.

		23.3 Notwithstanding Clause 23.1, neither Party may terminate this Agreement in respect of any Essential Services as determined by the Commission unless the Commission, after due notice, has consented to the termination of those Services.



		24. Effects of Termination

		24.1 Termination or expiry of this Agreement shall be without prejudice to the rights and obligations of the Parties accruing prior to such termination and such termination shall not affect the continuance in force of any provision of this Agreement which is expressly or by implication intended to continue in force (including but not limited to Clauses 1, 9, 11, 18, 20, 24, 26 and Paragraph 2.3.2.6 of the Joint Working Manual). 

		24.2 Termination or expiry of this Agreement shall not operate as a waiver of any breach by a Party of this Agreement and shall be without prejudice to any rights, liabilities or obligations of either Party which have accrued up to the date of termination. 



		25. Force Majeure

		25.1 Neither Party shall be liable to the other for any delay or failure to perform or observe any provision of this Agreement by reason of Force Majeure. 

		25.2 The Party affected by any Force Majeure shall promptly notify the other of the estimated extent and duration of its inability to perform its obligations under this Agreement. Upon cessation of the delay or failure resulting from Force Majeure, the Party affected shall promptly notify the other of such cessation. 

		25.3 If, as a result of Force Majeure, performance by either Party of its obligations under this Agreement is only partially affected, that Party shall nevertheless remain liable for the performance of those obligations not affected by Force Majeure.

		25.4 If the Force Majeure lasts for six months or less from the date of any notification under Clause 25.2, any obligation outstanding shall be fulfilled by the Party affected as soon as possible after cessation of the Force Majeure, save to the extent that such fulfilment is no longer practically possible or is not required by the other Party. 

		25.5 If the Force Majeure lasts for more than six months from the date of any such notification and notice of cessation has not been given and such Force Majeure prevents the affected Party from performing its obligations in whole or in part during that period, the unaffected Party shall be entitled (but not obliged) to terminate this Agreement by giving not less than thirty (30) days written notice to the other after expiry of such six month period, unless notice of cessation of the Force Majeure is received by the unaffected Party prior to the expiry of such thirty (30) days notice. If this Agreement is not so terminated under the provisions of this Clause 25, any obligations outstanding shall be fulfilled by the Party affected by the Force Majeure as soon as possible after the Force Majeure has ended, save to the extent that such fulfilment is no longer possible or is not required by the other Party. 



		26. Liability

		26.1 Neither Party shall be liable to the other in respect of any action, claim, suit or demand brought or made against the other by any third person pursuant to a contractual relationship with that other Party, where and to the extent that liability resulting in any such proceeding was or ought reasonably to have been excluded or limited by such other Party. 

		26.2 Notwithstanding any other provision of this Agreement, neither Party shall be liable to the other for indirect, purely economic, special or consequential loss or damage, foreseeable or not, arising from its performance or non-performance of its obligations under this Agreement, whether through negligence, wilful acts or omissions or otherwise. 

		26.3 In addition to the other limitations contained in this Clause 26, the liability of each Party to the other in contract and for negligence, or wilful acts or omissions, and otherwise in respect of its performance under this Agreement shall be limited, to the extent permitted by law, to US$1.0 million for any one incident or series of events arising from a single incident.

		26.4 Nothing in this Agreement shall exclude or limit the liability of one Party to the other arising out of that Party’s fraud or fraudulent misrepresentation.

		26.5 Subject to Clause 26.6, each Party (“the Indemnifying Party”) shall indemnify the other (“the Indemnified Party”) against all liability or loss arising directly from, and any reasonable cost, charge or expense incurred in connection with:

		26.6 If any action, claim, suit or demand (“claim”) is made by any person against the Indemnified Party which, if satisfied or paid by the Indemnified Party, would result in liability by the Indemnifying Party under the indemnity set out in Clause 26.5: 



		27. Relationship of the Parties

		27.1 In giving effect to this Agreement, the relationship of the Parties to each other shall be that of independent contractors. Nothing in this Agreement shall be construed as or shall constitute the relationship of the Parties as an agency, partnership, franchise, employment, joint venture or other joint venture relationship between the Parties. 

		27.2 No Party shall have the right to enter into contracts or pledge the credit of or assume or incur expenses or liabilities or any obligation of any kind (including but not limited to the making of any representation or warranty), express or implied, on behalf of the other Party unless otherwise expressly permitted by such other Party. 

		27.3 The only Parties to this Agreement are the Telco and C&W. 

		27.4 This Agreement confers benefits and imposes burdens only upon the Parties to this Agreement and does not confer any benefit of any kind whatsoever or impose any burden of any kind whatsoever upon any person or entity who is not a Party. 

		27.5 Subject to any express provision of this Agreement to the contrary, this Agreement does not provide any person or entity who is not a Party with any remedy, defence, claim, action, claim of action or other right of any kind, or impose any liability upon such person that that person did not have before this Agreement commenced. 



		28. Representations of the Parties

		28.1 Each Party represents that it is now and will remain in compliance with all laws, regulations, and orders applicable to its performance of its obligations under this Agreement. Each Party shall promptly notify the other Party in writing of any governmental or regulatory action that suspends, cancels, withdraws, limits or otherwise materially affects its ability to perform its obligations under this Agreement. 

		28.2 Each Party represents and warrants to the other that it:



		29. Severability

		29.1 The individuality or enforceability for any reason of any part of this Agreement shall not prejudice or affect the validity or enforceability of the remainder of this Agreement. 

		29.2 If further lawful performance of this Agreement or any part hereof shall be rendered impossible by the final judgement or final order of any court of competent jurisdiction, commission or governmental agency or similar authority having jurisdiction over either Party, the Parties undertake that they will exert their best efforts to agree on an amendment or amendments to this Agreement or on modifications of their practices hereunder in such manner as will fully comply with such judgement or Order and render further performance lawful.

		29.3 The enforceability of all rights or obligations of the Parties under this Agreement or the portion thereof judged invalid, illegal or otherwise unenforceable by such judgement or Order, shall be suspended as from the date thereof pending the outcome of negotiations between the Parties as aforesaid though without prejudice to all or any accrued rights of the Parties in respect of the past performance or observance thereof. 



		30. No Waiver

		30.1 Failure or delay by either Party at any time to enforce any of the provisions of this Agreement shall not be construed by the other as a waiver of any such provision nor in any way affect the validity of this Agreement or any part thereof. 

		30.2 Subject to Clause 22.4, no variation, modification or waiver of any provisions of this Agreement shall in any event be of any force or effect, unless the same is in writing signed by each of the Parties hereto. 

		30.3 No forbearance, delay or indulgence by either Party in enforcing the provisions of this Agreement shall prejudice or restrict the rights of such Party nor shall any waiver of its rights operate as a waiver of any subsequent breach and no right, power or remedy herein conferred upon or reserved for either Party is exclusive of any right, power or remedy available to such Party and each such right, power or remedy shall be cumulative. 



		31. Entire Agreement

		31.1 This Agreement and to the extent applicable governmental regulations, tariffs or rules constitutes the entire Agreement and understanding between the Parties and supersedes all previous Agreements, understandings and representations between the Parties, whether oral or written, as it relates to interconnection. 



		32. Assignment

		32.1 Neither Party may assign the whole or any part of this Agreement or its rights or obligations hereunder other than with the prior consent in writing of the other Party, such consent not to be unreasonably withheld or delayed.  Notwithstanding the foregoing, neither Party shall require the consent of the other Party to assign the whole or any part of this Agreement or its rights or obligations hereunder to a subsidiary, parent or affiliate. 

		32.2 A Party may only perform an assignment under Clause 32.1 if:

		32.3 Either Party may subcontract for the provision of its services or obligations under this Agreement, provided that, in such case, it will not be relieved of its obligations as specified in this Agreement. 



		33. Notices

		33.1 Any notice which may be given by either Party under this Agreement shall be deemed to have been duly given if left at or sent by courier or facsimile transmission (confirming the same by courier) or, where the Parties expressly agree, by electronic mail, to an address to which notices, invoices or other documents may be sent under Clause 33.3 below, or, if no such notification is given, its principal place of business as set out herein. 

		33.2 Any such notice shall be deemed to have been made to the other Party on the day on which such communication ought to have been received in due course by registered mail or facsimile transmission. Any communication by electronic mail shall be deemed to have been made on the day on which the communication is first stored in the receiving Party’s electronic mailbox. 

		33.3 All notices under this Agreement shall be sent:



		34. Arbitration

		34.1 Subject to Paragraphs 2.2.6, 2.3.7, 2.5.4 and 3.3 of the Joint Working Manual, all disputes in connection with the Agreement not settled under other terms of this Agreement shall, at the request of either Party, be finally settled under the Rules of Conciliation and Arbitration of the International Chamber of Commerce (ICC) by three (3) arbitrators appointed in accordance with the said Rules.

		34.2 The place of arbitration shall be Grenada or, such other place as shall be agreed by the Parties, and the proceedings shall be conducted in the English language. 

		34.3 Providing there is no fundamental error at law or no fundamental or manifest error of fact, the award shall be final and binding on the Parties. 

		34.4 The Arbitrator shall be authorised to determine any dispute between the Parties including, but not limited to, the construction, interpretation or application of this Agreement. In reaching a decision, the Arbitrator shall take into account the commercial relationship between the Parties, the contentions of the Parties, previous dealings between the Parties and any other factors which may be relevant. 



		35. Publicity

		35.1 Neither Party shall without the prior approval in writing (such approval not to be unreasonably withheld) of the other, make any public announcement or give any release or statement to the press, television, radio or other media relating to or in any way connected with this Agreement.  The Party whose approval is sought shall reply to any request to make such an announcement within five (5) business days.



		36. Insurance Provisions

		36.1 Each Party must maintain during the term of this Agreement a valid and enforceable public and product liability insurance policy providing coverage of at least

		36.2 The policy shall insure against all risks it is prudent for the Parties to insure against. Those risks shall include, but not be limited to:

		36.3 Such insurance shall be effected with a reputable insurance company authorized to carry on business in Grenada and reasonably satisfactory to the Parties, in the joint names of the Telco and C&W for their respective interests.

		36.4 Whenever requested by either Party, the other Party shall promptly provide a certificate issued by the relevant insurer stating that a policy in the amounts set forth in this agreement for the named insured is in effect.



		37. Approval of Agreement

		37.1 Pursuant to Clause 2, this Agreement shall not come into effect until it is approved by the Commission and is executed by the Parties. The Parties will use their best endeavours to obtain approval of this Agreement and will agree submissions to be made to the Regulator.  Neither Party shall be obliged to enter into this Agreement if it has been substantially changed in the approval process in a manner that is unacceptable to the Party.



		38. Governing law and jurisdiction

		38.1 This Agreement shall be governed by and construed and interpreted in accordance with the laws of Grenada. 



		39. Counterparts

		39.1 This Agreement may be executed in counterparts, all of which shall constitute one agreement, and each such counterpart shall be deemed to have been made, executed and delivered on the date set out at the head of this Agreement, without regard to the dates or times when such counterparts may actually have been made, executed or delivered. 



		40. Reference Interconnect Offer

		40.1 To the extent that the terms of this Agreement depart from those included in a RIO lodged with the Commission, the agreement to the inclusion of any such terms in this Agreement shall not be taken as acceptance by C&W that the terms of this Agreement are appropriate for inclusion in the RIO or that the equivalent terms in the RIO are inappropriate, pending approval of the RIO by the Commission.



		41.  Deposits

		41.1 C&W may require the Telco to provide a security deposit by the Ready for Service date of the Joining Service.  The amount of any such security deposit shall not exceed the sum of three (3) months Usage Charges for all Services forecast to be used by the Telco as set out in the Final Forecast.  Any security deposit furnished under this clause shall be returned to the Telco with interest, less any outstanding Charges, in the event the Agreement is terminated.  The deposit shall also be returned, with interest, once the Telco has paid all undisputed Charges, or payable disputed Charges when due for a period of twenty-four (24) months.
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I. Introduction 
 


1. In this submission, Cable & Wireless (Grenada) Limited (“C&W”) and Global 
Network Providers (Grenada) Ltd. (“GNP”) seek approval from the National 
Telecommunications Regulatory Commission (the “NTRC” or the “Commission”) 
for the Interconnection Agreement between C&W and GNP filed with the 
Commission on 20 November 2002 (the “Agreement”).   


 
2. Interconnection with GNP, together with the benefits it brings, requires the approval 


of several rates:  (i) approval of the cost based rates for interconnection services 
discussed herein, and (ii) approval of the Access Deficit Contribution also discussed 
herein. This document does not address the proposed retail rate to be charged to 
C&W customers when they call GNP customers.   


 
3. In filing this submission, C&W seeks to fulfill its obligation under the 


Telecommunications Act, 2000 (the “Act”) to prove that the rates it is charging are 
cost-oriented. This document is divided into a main body and several appendices.  
The main body provides a description of the Agreement and the overall policy basis 
for the rates within it while the facts, figures, and methodology used to derive those 
rates are contained in the appendices. C&W was not able to complete all of the 
information in Appendix 7 (Joining Service) for today’s submission.  Rather than 
hold back the filing of the Agreement, it was decided to file the Agreement with this 
submission, and to provide Appendix 7 as soon as it has been prepared.  C&W 
anticipates that it will file Appendix 7 by November 25th, 2002. 


 
II. Confidentiality 
 


4. This document is submitted in commercial confidence to the Commission under 
section 13 of the Act.  It contains detailed confidential costing information which if 
placed in the public domain would adversely affect C&W and cause direct and 
indirect financial harm because it is records of trade secrets or proprietary, 
commercial, financial or technical information which is customarily guarded from 
competitors.  C&W is also filing an abridged version of the submission for the public 
record in which all confidential figures are replaced with “###”.  This is the only 
difference between the abridged and confidential version – all other text remains the 
same.  Under section 71, C&W notes that it is offence for any public official to 
divulge confidential information. C&W notes that this section applies to both the 
Commission and ECTEL, although sharing of the information between the 
Commission and ECTEL should not be considered a breach of sections 13 and 71. 


 
III. Process  
 
A. Comments on the Application 
 


5. C&W expects that the Commission will seek the recommendations of the Eastern 
Caribbean Telecommunications Authority (“ECTEL”) on this submission and the 
Agreement (the Application).  In the interests of a fair and transparent process, C&W 
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respectfully requests an opportunity to comment on any recommendation in respect 
of the Application that ECTEL provides.  C&W also expects that the Commission or 
ECTEL may have questions on the matters described in this submission.  Cable & 
Wireless welcomes the opportunity to respond to any such questions. 


 
 


B. Standard of Review of an Interconnection Agreement 
 


6. The issue of the standard of review for approving an interconnection agreement was 
addressed by ECTEL in its report on the Marpin-C&W Interconnection Agreement 
in Dominica:  


 
In reviewing these documents, ECTEL gave considerable deference to the fact that this 
is a commercial agreement resulting from a negotiation between the parties. In 
particular, we expect that the costs of particular engineering elements are well known 
to both sides. 
 
At the same time, ECTEL recognizes that, as the first interconnection agreement in the 
region, it will set a precedent and reference point for future negotiations. Therefore, it 
has received the closest scrutiny to ensure that it maintains the principles of fairness 
and maintenance of any-to-any public communications. With this in mind, we have 
focused our comments on issues that reflect imbalances in bargaining power, abuse of 
dominance or violation of the public interest. Other considerations are that C&W has 
the obligation to provide interconnection at cost-oriented rates, and the principle that 
interconnecting operators should not be required to pay for facilities or services that 
they do not use. 


 
7. This approach is consistent with the Act and the Regulations. Pursuant to this 


approach, the Agreement should only be rejected if a sufficiently rigorous analysis 
allows the NTRC to conclude that there has been, for example, abuse of dominance 
in a particular market.  


 
8. Where there is no factual basis before the NTRC to reach such a conclusion it 


follows from ECTEL’s comments and the legislation that the Agreement should 
stand as negotiated.  In other words, the standard of review for an interconnection 
agreement made between parties must be much higher than other regulatory 
decisions.  Deference must be given to the Agreement commercially agreed to by the 
parties.  In agreeing to the Agreement, both parties have given fair consideration to 
the rates, terms and conditions contained within it.  Consequently, the Commission 
should be very reluctant to intervene in this arrangement particularly when it will 
yield maintenance of any-to-any public communications. 


 
9. C&W notes that while a higher standard of review was suggested by ECTEL in its 


review of its first interconnection agreement, that this agreement must be reviewed 
in the context in which another NTRC has already provided approval to a similar 
agreement, that between C&W and Marpin Telecommunications & Broadcasting 
Company Limited in Dominica (approval granted on July 26th, 2002) (the “Marpin 
Decision”). 
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IV. Structure of the Agreement 
 
 


10. The Agreement consists of a Legal Framework document with six schedules.  The 
general purpose of each can be described briefly as follows: 


 
a) Legal Framework – This document is the base document to which the Schedules 


are attached.  It contains the general commercial terms and conditions for 
offering services under the Agreement. It covers off such issues as the length of 
the Agreement, obligations in respect of forecasting, ordering and provisioning, 
when services can be suspended or terminated, etc.  Most of the obligations of 
either party under the Agreement are specified here in general terms.  Those 
obligations are then further defined in the Schedules. 


 
b) Definitions – Schedule 1 – This Schedule contains definitions for many of the 


terms used throughout the Agreement. 
 


c) Service Descriptions – Schedule 2 – In this Schedule, each Service offered under 
the Agreement is described in detail.  The Service Descriptions contain a 
description of each Service, the obligations of each party in respect of the 
Service, and a description of the Charges that are applied.  Note however, that 
the actual numerical Charges are contained in the Tariff Schedule. 


 
d) Service Schedule – Schedule 3 -  This Schedule sets out which Party will act as 


the Service Supplier, and which will be the Service Taker in respect of each 
Service.  In some cases, a Party may act as both Service Supplier and Service 
Taker.  For example, both GNP and C&W will have fixed line customers.  If 
C&W wishes to terminate a call to a GNP fixed line customer, GNP will act as 
Service Supplier for this Service (PSTN Terminating Access Service).  C&W 
will be the Service Taker in this case.  However, GNP will also wish to terminate 
calls to C&W fixed line customers, so C&W must also provide this service as the 
Service Supplier.  In that case, GNP will be the Service Taker. 


 
e) Parameter Schedule – Schedule 4 – This Schedule provides the timeframes 


within which faults in respect of any given Service must be restored, and lists 
some additional information such as trunk groups and signaling format. 


 
f) Joint Working Manual – Schedule 5 – This Schedule, the largest, describes the 


technical parameters of the interconnection, as well as the various ongoing 
processes that are necessary to providing seamless passage of traffic over the 
joining service.  It also sets out billing procedures, and describes the process for 
testing new capacity which is to be installed. 


 
g) Tariff Schedule – Schedule 6 – This Schedule sets out rates for each Service 


provided under the Agreement. 
 


21 November 2002 5







Abridged Version 


11. Five types of Services are currently offered pursuant to the Agreement.  The first 
type of Service is the Joining Service, which is the physical link (very generally, the 
fibre optic cable plus optical line terminating equipment) between the networks of 
the two companies.  A description of the methodology for deriving the Joining 
Service rates is set out in Appendix 5. 


 
12. The next group is Termination Services.  These are the Services which permit each 


Party to pass calls to the other for termination on the other’s customers.  The Service 
Supplier of a PSTN or PLMN termination service is the Party which terminates a 
call to its subscriber in exchange for a rate designed to cover the costs of carrying the 
call from the Point of Connection to the subscriber. 


 
13. Special Access Services allow the Service Taker’s customers to access the 


emergency services and directory inquiries services of the Service Supplier.  Transit 
Service provides for the carriage of calls from the Service Taker’s customers over 
the Service Supplier’s network to a third party. 


 
14. Finally, the International Call Origination Service permits GNP to gather calls from 


Cable & Wireless customers (who use their C&W fixed line phone to make the call 
and who do not take domestic service from GNP) for termination overseas on GNP’s 
international network.  In effect, this Service will permit customers in Grenada to 
select the international carrier of their choice without having to change service 
providers.  As this Service will cause significant erosion of the traditional subsidy 
from the international network to the access network, the Parties have agreed that it 
is appropriate to apply a specific Access Deficit Charge to each minute of calling 
under this service.  This issue is described in further detail later in this submission. 


 
V. Rates in the Agreement 
 


15. As noted above, rates for each of the Services in the Agreement are specified in the 
Tariff Schedule.  The rates are fully consistent with the statutory requirement that 
interconnection be provided at cost-oriented rates, and have been developed by 
reference to the C&W fully allocated cost (FAC) model.  The relevant methodology 
as well as supporting cost information is provided in Parts D and E of this section. 


 
16. As is shown in the Tariff Schedule, C&W has subdivided the rates for each Service 


into four components: Call Set-Up, Call Duration, Interconnection Specific Charge 
and Access Deficit Contribution (ADC). 


 
17. While each of these components is further described below, an initial comment on 


the ADC is appropriate here.  C&W proposes an Access Deficit Contribution for 
reasons that are further explained below. However, in recognition of the fact that the 
Access Deficit will be reduced to the extent that C&W is permitted to increase rates 
for access services, a mechanism for eliminating, extending or altering ADCs to 
reflect those increases has been included in the Agreement.  
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18. In the following subsections, C&W explains why its Fully Allocated Cost (“FAC”) 
Model is an acceptable model for determining interconnection costs, explains the 
appropriateness of FAC as a relevant cost standard, addresses the application of the 
model to various rate elements, including the interconnection specific costs and 
describes the magnitude of the access deficit and the resulting access deficit 
contributions.  The issue of the need for an ADC and the policy debate surrounding 
the access deficit and its funding is discussed in a later section.  Nonetheless, C&W 
notes that the calculation of the ADC is also based on the FAC Model. 


 
A. C&W’s Fully Allocated Cost Model  
 


19. C&W submits that the charges in the Agreement are cost-oriented on the basis of the 
FAC network cost model developed by C&W.  In that regard they meet the 
requirement to be cost-orientated as provided for in the Act and the Regulations.  A 
complete explanation of the model is provided in Appendix 1. 


 
20. The figures in the model are based on Cable & Wireless’ financial accounts and thus 


are reconciled to the audited accounts of the company. A significant amount of work 
was done to develop the cost model in preparation for competition, the requirements 
of the new regulatory regime, and the need to establish the charges furnished in the 
Tariff Schedule. An overview of this work, including an independent assessment of 
the model, both carried out by the accounting firm PriceWaterhouseCooper’s 
(“PWC”) is attached in Appendix 2.  Thus the starting point of the model is the 
actual costs spent by the company to purchase the assets (with normal accounting 
adjustments for depreciation for capital assets etc.), and the actual operating costs 
spent by the company to run the network and offer telecommunications service in 
Grenada. 


 
21. The FAC model generates network costs that are used for estimating different 


interconnection charges as well as service profitability that enables an assessment of 
the existence and size of cross-subsidies. In summary, the methodology for 
determining these two outputs is as follows: 
 


Network costs 


The steps that are observed in calculating network costs (and the basis for estimating 
interconnection charges) can be summarized as follows: 


• Consider only relevant costs for the network service. Relevant costs are limited to 
the conveyance network (all parts of the network excluding the access network or 
local loop). The model first brings together the operating costs, depreciation, and 
return on capital associated with all network elements). 


• Define network elements with as much granularity as possible in order to reduce 
common costs to a minimum (international transmission, switching (subdivided into 
three elements: call related processor, traffic related processor and remote switching 
unit) and domestic transmission). 
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• Code and record data in the finest possible level of detail. 


• Where insufficient cost data is available from the accounts, disaggregate cost 
categories using sampling techniques, engineering studies or field interviews. 


• Allocate costs on the basis of the primary cost driver. 


• Allocate the network common and business common costs and equi-proportionately 
marks up those costs that are specifically attributable to the network elements. 


• Estimate capital related costs using the cost of capital. 


 


With all relevant costs by network element totalled, volume data (network usage) is 
then used to calculate the unit costs within each network element.  These are then 
aggregated using the usage factors applicable to individual services—giving unit 
costs for each service. In particular, usage factors are used to: 
 


• Calculate the actual usage of each network element (based on retail service 
volumes). 


• Calculate unit costs for each network element. 


• Apply the network (interconnection) service usage factors of network elements to the 
network element unit costs in order to estimate the per minute network usage charge. 


 
Service Costs 


In the generation of service profitability information, the model attributes the 
following costs to each retail service: 


• Staff costs and other operating  expenditure 


• Other centrally held non-capital costs such as outpayments, bad debts and interest. 


• Non-network depreciation (depreciation is not included in the operating cost 
category in the cost model) 


• Network usage costs including network expenses, network depreciation and the 
return on fixed and non-fixed assets (capital employed).   
 
 


22. PWC have made the following points in their sign-off letter (Appendix 2) with 
respect to the overall methodology: 
 
In reviewing the modelling methodology we have focused on cost causality (whether individual 
revenues, costs, assets and liabilities have been allocated according to the causal factors 
which result in revenue being received, costs being expended and assets and liabilities being 
incurred), granularity (whether costs are broken down to an appropriate level of detail) and 
transparency (whether cost allocations are clearly articulated according to appropriate 
drivers), and consistency with international best practice.  
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In our view, the methodology used is appropriate for the determination of tariffs for 
interconnection services in Grenada and is consistent with the Telecommunications Act. 
 
B. The Relevant Cost Standard 
 


23. Under section 46 of the Act the Commission is required to approve any 
interconnection agreement between carriers.  Under section 47, the charges for 
establishing interconnection shall be “cost-orientated”.   
 


24. The Act does not define the term ‘cost-oriented’.   However, a definition of cost 
orientation is found in subsection 12(2) of the draft Interconnection Regulations 
(“Regulation 12(2)”):  


 
‘cost-oriented’ means those charges shall be no higher than the fully allocated cost 
of providing that service and no lower than the total service long-run incremental 
cost of providing that service. 


 
25. The Regulations therefore provide two bases on which the Commission may 


determine that prices are not cost-oriented: 
 


(i) the prices are higher than the fully allocated cost of providing that service; or 
(ii) the prices are lower than the total service long-run incremental cost of 


providing that service. 
 
If the costs do not violate either of these two categories, then the Regulations require 
the Commission to approve the rates. 


 
26. C&W has set its interconnection rates on the basis of fully allocated costs.  C&W 


submits that FAC is an appropriate basis for determining interconnection rates, and 
that it is entirely consistent with the Regulations.  While reference is often made to 
long run incremental costs in the assessment of interconnection charges, C&W 
submits that a requirement to use LRIC instead of FAC would not be founded in law.  
Furthermore, a properly constructed LRIC model, allowing for the recovery of 
appropriate common costs, will produce outputs that approximate to those of a FAC 
model.  


 
27. C&W notes that the use of the FAC model and the rates derived from that model 


have been approved by the NTRC in Dominica in the Marpin Decision. 
 
28. Finally, it is important to note that PWC have stated that:  


 
In our opinion, the methodology and models employed to calculate service profitability and 
interconnection tariffs presented in the Interconnection Agreement Tariff Schedule are reasonable 
and appropriate for that purpose.   The methodology is consistent with international best practice 
taking into account the size and stage of development of C&W Grenada 


 
C. Call Set-Up and Call Duration  
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29. As noted above, rates for each Service are disaggregated into four components.  The 
Call Set-Up component represents the costs of establishing the communications path 
necessary for a call.  For example, this component includes costs associated with the 
switch processing necessary to set up the call.  The Call Duration component 
recovers the time sensitive costs for each type of call and includes, for example, 
costs associated with the cable and transmission systems used by the call, as well as 
associated overheads. 


 
D. Interconnection Specific Charges 


 
30. The ISC is made up of two components. 


 
• The first component is the numerator, which is the sum total of C&W’s charges 


which can be specifically attributed to establishing and operating an interconnection 
regime.  The basis of these costs is further discussed below.   


 
• The second component is the denominator, which is the volume of traffic that is 


relevant for recovery of these costs. C&W has included all minutes of traffic in the 
market in the denominator.  The effect of this approach is that C&W pays the largest 
proportion of the interconnect specific charges. 


 
31. C&W chose to include all minutes in the market on the basis that the benefits of 


competition cannot be limited to simply those customers who sign up with new 
entrants, but are experienced by all users in the market, including those who remain 
C&W customers.  Since the benefits extend to all users, the cost of interconnection 
should also be spread to all users.   


 
32. As such, the ISC charge is not limited to calls for interconnection, but notionally 


should be applied to all calls in the market.  Since the rate for domestic calls on 
C&W’s network is already established, this change will have no practical impact on 
the retail prices for domestic calls at present.  Nonetheless, C&W notes that in 
future, if and when the Commission determines that retail rates should be above 
costs for all services, then C&W will apply to the Commission to raise its domestic 
rates to take these additional costs into account. 


  
33. Interconnection specific charges do not include any retail costs, any corporate 


overheads, any retail marketing costs, any retail billing costs, any corporate 
dividends, and any contributions to pensions.  For further clarity C&W includes the 
following description of what costs are included. 


 
34. The following cost component types are included in the ISC, and the relative 


magnitude of the allocation of these costs to C&W Grenada is as follows:  
 


• A portion of the annual budget of the Carrier Services Division for Cable & Wireless 
West Indies Ltd. (CWWI) (which only deals with interconnection and wholesale 
matters) reflecting the resources of the Division that would be spent on 
interconnection and related activities in Grenada is included in the ISC. For example, 
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the costs of commercial negotiation with GNP are accounted in the interconnection 
specific costs for C&W. Of the annual budget for Carrier Services for CWWI, the 
costs allocated to Grenada account for ### of the total. 


 
• A portion of the total costs of interconnection billing systems purchased for the 


purposes of interconnection for the entire CWWI region (with the exception of 
C&W Jamaica which has a separate and dedicated interconnection billing system) 
has also been included. Of these total billing costs, some of these costs are relevant 
to Grenada and these are allocated in a non-discriminatory manner based on the 
estimated requirement for interconnection billing Call Data Records (CDRs) for 
interconnection with competitors (including C&W Mobile in order to treat it on an 
equal basis with all other interconnecting carriers). In others words, the billing 
platform can handle a maximum capacity of interconnection CDRs from across 
CWWI, and Grenada’s contribution to the investment costs (reflected in the 
interconnection specific charge) is based on CDRs from Grenada as a proportion of 
total projected usage of the billing system. Of the interconnection billing costs for 
CWWI, the costs allocated to Grenada account for ### of the total. 


 
• A portion of the costs that C&W Grenada incurred in the development of the 


interconnection agreement and liberalisation negotiations is also included. This 
effectively is the consultancy costs for developing an interconnection agreement for 
all of the five OECS markets participating in the Telecoms Reform Project as well as 
the cost of the OECS negotiations. Grenada’s interconnection specific costs include 
an allocation of ### of these costs based on projected traffic.  


 
35. Figure 1 provides an illustration of the methodology described above.  
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Figure 1 – Overview of Methodology for Calculation of Interconnection Specific Costs 
 
 Billing platform 
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(excluding 
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based costing  
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for OECS 


Carrier Service
Division costs for
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the OECS


Total interconnection specific costs for 5 OECS Member States (EC$)
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OECS based on  CDRs


Allocation of costs to OECS
based on:
(1) Excluding estimated time
spent on Jamaica and other
islands, and then
(2) Further allocation based on
estimated time spent on
interconnection versus other
services (eg wholesale, ISPs)


Total interconnection specific costs for 5 OECS Member States per minute
(EC$/minute)


Divided by five year forecast of interconnection traffic for 5 OECS Member States
(includes traffic to and from CW mobile)


Divided by five year forecast
of traffic (dependent on 
Methodology) 


Total interconnection
specific costs for


Grenada per minute
(EC$/minute)  


 
36. It is important to note that if any Regulator (in the Caribbean where Cable and 


Wireless operates) makes changes to these assumptions thereby lowering the 
percentage of cost allocation to its jurisdiction, C&W would have to approach all the 
other Regulators to increase these costs allocated to their jurisdictions.  Since this is 
clearly not a workable solution, the only mechanism for C&W to fairly recover its 
costs is to properly allocate these costs consistently between all its operating units, in 
the manner that has already been done, and in a manner implicitly approved by the 
NTRC in Dominica when it did not challenge the allocations in the Marpin Decision 


 
E. Access Deficit Contributions 
 


37. Access Deficit (AD) refers to the difference between the amount of money C&W 
earns from providing its access services (its access revenues) and the amount of 
money it spends to provide those services (its access expenses) including a 
reasonable return on its investment for the capital employed.  Access revenues, in the 
case of Grenada, refer to the charges for installation, reconnection, and monthly 
rental (which includes domestic calling for those customers who are on an unlimited 
local calling plan).  In the case of Grenada, access costs refers to the cost of 
providing access and domestic calls, both of which are bundled as one product for 
most C&W customers. 
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38. It is important to distinguish the term Access Deficit from the term Access Deficit 
Contribution (ADC).  The latter is a means by which C&W intends to recover a 
portion of its Access Deficit from competitors, with the remainder of the AD 
continued to be funded by C&W’s retail services.  Although clearly linked, before 
C&W can justify the amount of an ADC, it must first demonstrate that an AD exists, 
and that it is appropriate for the Commission to ensure that C&W recovers a portion 
of the AD from competitors. 


 
 


Level of Access Deficit 
 


39. Attached in Appendix 3 is a break down of the service profitability of the three main 
categories of services provided by C&W Grenada.  As can be seen in that Appendix, 
these categories are International, Access and Other (including mobile and Internet).  
Appendix 3 clearly demonstrates that the cost of providing access services in one 
year (###)1 vastly exceeds the revenues received from providing access services 
(###), leaving an AD of ###.  


 
40. Appendix 3 is offered to the Commission to demonstrate the size and extent of the 


AD.  Appendix 3 is produced, once again, by the C&W’s FAC Model, and as 
mentioned above, is reconciled against the company’s audited financial statements.  
Because of this, the numbers used in the FAC Model are based on the last available 
financial year that was audited at the time of the negotiations with GNP, specifically 
the 2000-2001 financial year that ended March 31, 2001. 


 
41. The expenses in each of the categories listed in Appendix 3 are determined by the 


cost allocation rules adopted for the purposes of the FAC Model, and described in 
detail in Appendix 1.  Some of the items are easily allocated on the basis that the 
entire expense relates to one service (e.g. aerial line plant maintenance is allocated 
100% to access lines because its sole use is to provide access service).  Other cost 
items require allocations between various service components that benefit from 
them.  As detailed in Appendix 1, these cost allocations are made using the best 
available data to objectively allocate the costs (i.e. the cost drivers).  A similar 
method of allocation is used to allocate all the assets of the network, in order to 
allow C&W to determine how much depreciation and Return on Capital Employed 
(ROCE) should be attributed to each service. 


 
42. A further breakdown of the direct and indirect costs allocated to the access network 


is provided in Appendix 4. 
 


43. In short, by looking at the cost of providing all access services in Grenada, and 
comparing that cost to the revenues received directly from those services, it is clear 
that C&W loses money on providing access services.  As such, there can be no doubt 
that C&W suffers an AD. 


 


                                                           
1 All figures are provided in Eastern Caribbean Dollars. 
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Calculating the ADC 
 


44. The calculation of the ADC is a relatively straight forward process.  Once the AD 
has been obtained from the FAC Model, that total is simply divided by a minute 
figure to achieve a per minute rate which is applied to all relevant minutes to fully 
recover the AD.   


 
45. As noted above, C&W has chosen all revenue attracting minutes in the market as the 


minute figure used in the Agreement. based on actual minutes in the 2000-2001 
fiscal year. The present calculations result in an average ADC of ### for all Services 
with the exception of International Call Origination Service (ICOS).  This figure is 
converted into peak, off peak and weekend rates using the retail traffic gradients to 
reflect time of day usage. The actual calculation of these numbers is provided in 
Appendix 5. 


 
46. It is also important to note that calculating the ADC in the manner described above 


results in an ADC which is notionally applied across all of C&W’s minutes as well 
as competitors.  Assuming that all competitors capture 10% of the market (in terms 
of total minutes) over a five year period, the actual ADC payments to C&W would 
only consist of 10% of the total access deficit, i.e. only ### of the annual access 
deficit of ###.  In other words, the remaining 90% is still funded by C&W. 


 
VI. The Weighted Average Cost of Capital 
 


47. In order to make any of the calculations under the FAC model (or any model), it is 
necessary to establish a regulated rate of return for the business.  This return is 
applied to the investment made in the business, which in the FAC model is the 
capital employed.  The model establishes a rate of return of 15% on the portion of 
network employed (that is allocated by the model) to provide the services in the 
Agreement.   


 
48. In the FAC model, C&W has used a rate of return of ###% for any return on capital 


employed (ROCE) calculation.   Attached as Appendix 6 is an analysis prepared for 
C&W which determines that a proper ROCE (or weighted average cost of capital, or 
WACC) for C&W in the OECS should be ###%.  However, during the liberalization 
negotiations C&W agreed with the OECS Governments to use a WACC of ###% for 
all ROCE calculations, and as such, C&W has not adjusted the ROCE in the FAC 
model to reflect the ###% figure outlined in Appendix 6. 
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VII.  Access Deficit Recovery 
 


49. Section V established that C&W suffers an Access Deficit. The next question that 
arises is why competitors should be required to fund C&W’s access deficit. In this 
section, C&W will explain why it makes good regulatory policy to ensure that 
there is a funding mechanism for recovering the access deficit from all market 
players (including C&W). 


 
A. Asymmetric Access Deficit Recovery – Why only C&W should be able to 


Recover its AD 
 
 


50. C&W has always, and consistently, taken the position that the best means to solve 
the access deficit issue is to raise its retail access prices to remove the AD.  
However, C&W is prevented from doing that by the Government, and presumably 
will continue to be so constrained once the tariff regulations are propagated. 


 
51. C&W has acquiesced to being declared dominant in respect of certain access 


services, and will thus be subject to retail rate regulation by the Commission for 
its access charges (i.e. the monthly line rental and domestic calling charges on its 
own network).  All other competitors, including GNP, would be non-dominant in 
this market and thus they will be free from retail rate regulation.  In other words, 
while competitors in Grenada have the retail pricing flexibility to raise monthly 
line rental to cover their costs, C&W cannot.  If a competitor chooses not to 
recover its access network costs, then that is a commercial decision of the 
competitor rather than a regulatory constraint. It is important to note in this 
context, that if C&W could raise its rates, it would.  Thus, the Government has 
historically prevented, and now the Commission as well prevents, C&W from 
covering its costs on providing access services.   


 
52. Furthermore, in addition to the ability of new entrants to raise their retail rates for 


access services, new entrants are permitted to select which markets, and 
customers within those markets, they wish to serve.  A competitor does not have 
an obligation to provide access service to customers in remote areas, as C&W 
does.  Thus, the second key difference between new entrants and C&W is that the 
former have the ability to avoid running an access deficit, while C&W does not. 


 
53. C&W understands the Government’s and the Commission’s rational for 


restricting C&W from raising its retail access rates.  These services are deemed to 
be essential to Grenadians and having low access rates is deemed by the 
Government, as well as most governments in the world, to be a social good.  
Although C&W has some concerns about the restrictions on retail access rates 
that presently exist in Grenada (as well as the other four OECS ECTEL states), 
such concerns are beyond the scope of this proceeding.  For the purposes of this 
document, it is acknowledged that the social policy of having low access rates 
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means that the Government and the Commission will require C&W to maintain its 
AD for some time into the future. 


 
54. The AD must be made up in some manner if C&W is to be permitted to earn a 


reasonable return on its investment.  It is for this reason that C&W seeks full and 
complete compensation for its AD.  No other carrier in Grenada has a right to 
make a similar claim.  It is for this reason that any charge established to recover 
the AD, such as an ADC, should not be reciprocal, but rather must be asymmetric.  


 
55. At the end of the day, the key factor for C&W is that it must have its access 


deficit paid for through interconnection services provided to competitors and its 
own retail services.  To date, overall profitability has been achieved by C&W 
having high international rates (both incoming and outgoing) that allowed it to 
fund the AD and make a return.  However, with the introduction of competition, 
that traditional source of subsidy is vulnerable (in fact, it is clear that because of 
the high margins associated with  international services, this is the first area where 
competitors will gravitate to claim market share).  Obviously this will reduce the 
cross subsidies available to fund the AD. 


 
56.  As C&W loses market share in international incoming and outgoing calling, its 


ability to continue to fund the access deficit, and by extension, the access 
network, diminishes.  The only equitable manner to solve this issue, other than 
full rate rebalancing, is to create a scheme, such as the ADC, to ensure that all 
participants in the market pay their proportionate fair share of the cost of 
supporting this Access Deficit. C&W submits that it is for this reason with the 
introduction of competition in international calling, the Commission must find a 
new mechanism to fund C&W’s AD.  For reasons discussed below, C&W 
submits in section VII that the ADC is the best mechanism available short of rate 
rebalancing to fund that deficit. 


 
B. Historically C&W was Restricted from Recovering its Access Deficit 
 


57. In Grenada, the existence of an access deficit is the result of understandable 
government policy prior to liberalization.  Under C&W’s previous licence, C&W 
was only permitted to raise local rates with the permission of Government.  As 
mentioned above, it is anticipated that the retail rates of C&W for access services 
will continue to be constrained on a going forward basis once the tariff 
regulations are adopted.  As the Commission and ECTEL are aware, C&W has 
previously held discussions with the five OECS governments about the need to 
rebalance its tariffs to reduce or eradicate the access deficit.  In these 
circumstances, it cannot be argued that C&W is responsible for its access deficit.  
Because C&W has been historically restricted from recovering the AD through 
access rates and will be further constrained from doing so for some time, it is only 
fair that C&W be permitted to recover the AD through some other mechanism. 
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C. Why Competitors Should be Required to Contribute to the Access Deficit 
 


58. The goal in regulating a market in transition to competition should be to achieve 
the same resource allocation as a truly competitive market.  Ultimately, 
competition should drive rates toward their costs.  Current rates for access 
services are artificially low and do not recover their costs.  By contrast, rates for 
international services are artificially high, and exceed their costs.   


 
59. This sends distorted signals to market entrants. Markets in which price is 


regulated below cost attract little investment and little competition while markets 
forced to price above cost to provide the cross subsidy to cover the AD will attract 
an inefficiently large amount of investment.  This is likely to result in over supply 
in this particular market, which could be damaging to the long-term development 
prospects for the entire telecommunications market. 


 
60. One way to avoid this skewed incentives problem is to put in place a pricing 


structure for wholesale services such that the relative costs incurred by an 
operator replicate those found in a competitive market.  They may not be exactly 
the same levels of cost as in a competitive market, but the relative differences 
between costs across different services are the same.  Access Deficit 
Contributions can achieve such a result.  Implicitly, when subsidising Access 
losses from international revenues, the incumbent’s international 
channel/department is paying a charge to the department with responsibility for 
access lines.  This charge is calculated such that the total revenues from the 
charge just allow the Access business to break even. 


 
61. Theoretically, this charge is paid by all services, but at a rate that varies with 


ability to pay.  Therefore, higher margin services pay relatively more.  In this 
way, margins will tend to be equalised across different services, moving closer to 
breakeven on all products, which would be the outcome in a competitive market.  
If there is just a monopoly provider, this process of (implicit) payments happens 
naturally, since all relevant money flows are internal.  In a market with several 
operators, these payments need to be made explicit in order to achieve the same 
result.  Access Deficit Contributions  should ideally be paid by all operators, and 
levied on all services which use the Access network.  Furthermore, the rate at 
which different services contribute should vary according to the historical margins 
earned by the incumbent on these services. 


 
VIII. Access Deficit Contributions 
 


62. Having established a case that all market players should contribute to the funding 
of the access deficit, this section focuses on why an ADC is the most practical 
method of funding. 


 
A. Rate Rebalancing 
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63. There is more than one way to solve the AD issue.  C&W maintains that the best 


method is to rate rebalance by allowing C&W to raise its access rates to a level 
that allows it to recover its costs.  Nonetheless, given the realities, the regulatory 
framework must provide the means to recover this deficit in the face of 
competition (which will erode the traditional means of subsidizing the access 
deficit).  It is for this reason, that C&W has proposed the adoption of an ADC. 


 
B. Benefit of ADC as an AD Recovery Mechanism 
 


64. C&W submits that ADCs represent the best available method of recovering its 
access deficit until rates are rebalanced.  The strength of the ADC is that it is 
levied on interconnecting carriers based on the amount of traffic they deliver to 
C&W.  The more traffic they deliver to C&W, the more of the burden they will 
share in funding the AD.  In this manner the ADC is an equitable means by which 
to share the burden that is easily administered.  The Commission need not make 
assumptions about how successful an individual new entrant or all new entrants 
will be in the market place.  instead, the ADC formula automatically shifts the 
burden of funding the AD as market share (calculated through total minutes) 
shifts from 100% C&W to a lower figure. 


 
65. It was with this reality in mind that Regulation 12 explicitly states that an ADC 


charge may be applicable for interconnection.   
 


C. Foreign Precedents for ADCs 
 


66. It is worth noting that there are a number of jurisdictions around the world with 
sophisticated regulatory regimes that use, or have used ADCs, including 
Australia, France, the United Kingdom, the United States and Canada.  It is also 
true that a number of these jurisdictions have begun (or completed) the phasing 
out of ADCs but only if they have substituted an alternative funding mechanism 
or have permitted substantial rebalancing. 


 
67. However, all of these jurisdictions have recognized that an AD exists, and that it 


needs to be funded in some manner.  To simply examine those jurisdictions that 
have phased out ADCs and determine therefore that ADCs should not be adopted 
in Grenada, would ignore the fact that these jurisdictions have generally phased 
out ADCs and replaced them with some other form of AD recovery: 


 
• Canada phased out ADCs after 10 years and replaced them with a percentage of 


revenue tax applied on all telecom providers (that tax is set to match the same AD 
rate).   


• In 1997, the FCC required the structure of the ADC to change from a per minute 
charge to a per line (subscriber) charge over 3 years. As a result, the US regime 
for ADC is now funded through a subscriber line charge (SLC), which is another 
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form of rate rebalancing.  A number of state Public Utilities Commissions still 
maintain ADCs. 


• Even OFTEL allowed an ADC for the first three years after competition was 
created in the UK.  


• ADCs were also adopted in Hong Kong for a number of years. They were 
abolished in 1996 in favour of a universal service charge. 


• The ACCC in Australia indicated that it is more efficient to recover the access 
deficit through tariff rebalancing but allowed an ADC on interconnection charges 
as long as Telstra is constrained from full tariff rebalancing. 


 
68. From C&W’s perspective, if another AD recovery method (such as rate 


rebalancing) is to be adopted, it must be adopted in conjunction with the 
beginning of interconnection, because to fail to do so will cause financial harm to 
C&W where it will no longer be able to fully subsidize its AD from the 
international revenue stream it has historically obtained. 


 
D. Differential ADCs  


 
69. As can be seen from the Tariff Schedule, C&W has proposed an ADC for the 


ICOS Service which is higher than that proposed for the other services.  Under the 
Agreement, domestic services pay an average ADC of 4.2 cents per minute.  
However, each minute of traffic carried pursuant to the ICOS service attracts a per 
minute ADC of twenty-five cents per minute ($0.25).   


 
70. ICOS will be used by competitors to compete against C&W in the international 


calling market.  With ICOS, competitors will not need to build out expensive 
access lines, and will be able to use C&W’s existing access network to compete 
against it.  If no ADC were levied on ICOS, not only would new competitors be 
given an inefficiently large incentive to become an international operator, but also 
C&W would face a considerable competitive disadvantage.  Since the incumbent 
must carry the burden of the Access Deficit, without contributions from other 
operators, they face the prospect of losing significant revenues from the very 
source which provides the cross-subsidy to pay for the Access Deficit: 
international call revenues.  Without an ADC, new operators are given a very 
clear competitive advantage, because they do not have the burden of an access 
network.  This is simply another way of saying that the signals sent to market 
operators without an appropriate ADC will lead to inefficient investment 
decisions, which will not benefit the telecommunications market in the long run. 


 
71. There are similar problems if the AD charging structure does not reflect the fact 


that different services should contribute more than others.  In this scenario, the 
incumbent will face a competitive disadvantage unless the new operators have 
roughly the same breakdown of services by volume of traffic.  For example, 
consider a flat rate ADC levied on all traffic.  If 70% of the incumbent’s minutes 
are domestic, whereas only 10% of a new operator’s minutes are domestic, then 
this operator will not be taking a fair share of the burden of the access deficit. The 
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only way to resolve the issue is to weight the ADC such that international traffic 
pays relatively more. 


 
72. There is one further complication: monitoring and measuring traffic destinations 


is very complicated.  Therefore, it is extremely difficult to devise a practical 
Access Deficit Charging mechanism that allows different charges to be levied on 
different types of call.  The solution is to impose the restriction that all Indirect 
Access originating calls will be international.  Given the extremely low or 
negative margins associated with domestic calls in the OECS, this is neither 
unrealistic, nor restrictive in any practical way, in terms of providing competing 
services. For these reasons, C&W has devised a two-part AD charging structure.  
One rate will apply to all minutes of ICOS traffic.  Another will apply to all other 
minutes.  This represents an economically efficient charging structure, which is 
also practical to implement. 


 
73. The actual rates must be calculated jointly.  They are designed so that the total 


revenue from the charges (including charges paid by C&W) equals the total AD.  
One or other of the charges must be fixed exogenously, but this does not mean it 
is an entirely subjective choice. 


 
74. GNP and C&W have agreed to a split of $0.042 for domestic and international 


call termination, and $0.25 for ICOS.  The differential is designed to ensure that a 
business case exists for ICOS (i.e. that the ADC is not set at such a high amount 
that it would undermine the business prospects for the service) and the domestic 
ADC (including international termination) matches that of the ADC approved in 
Dominica ($0.042 per minute).  It must be remembered that both ADC rates are 
set on the basis that C&W imputes to itself the requirement to pay the vast 
majority of these fees.  It is interesting to note that in the case of Grenada, these 
ADC rates are equivalent to the average ADC rate which would apply for 
domestic and ICOS services across all five ECTEL countries. 


 
75. Because some competitors may not be interested in an ICOS service, and others 


would, those that are not interested in the service would obviously propose a 
higher ICOS ADC in return for a lower domestic ADC.  C&W submits that the 
rates proposed in this Agreement set an appropriate balance.  In addition, we 
cannot negotiate individual ADC rates for each competitor in the same territory 
without subjecting ourselves to an arbitrage opportunity, that would also distort 
the market.  In order to resolve this problem, at this point, C&W proposes to use 
the $0.25 ICOS ADC fee for all territories with an ADC charge, and develop a 
corresponding domestic ADC rate.  Such an approach appears to be the fairest 
mechanism for determining the differential split of the ADC rates between ICOS 
and domestic termination (including international termination on our domestic 
network). 
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IX. Conclusions 
 


76. For the reasons outlined above, C&W submits that ECTEL should recommend 
approval of, and the Commission should give approval for, the Agreement 
including the adoption of an asymmetric contribution charge for access deficit 
recovery. 
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Appendix 1: Model Methodology  
 
1. BACKGROUND 
 
The model is based on an Excel workbook originally produced as part of an internal 
C&W exercise undertaken in order to analyse the profitability of its Caribbean 
businesses’ services.  The focus of the model is to analyse services (e.g. international and 
national PSTN retail services) and costs associated with network usage.  


 
The outputs of the OECS model are: 


• a Profit and Loss account (P&L), reported by retail service in a form similar in 
concept to the Financial Results by Service produced by BT for its regulator OFTEL 
in the UK;  


• a Balance Sheet by Retail Service; and 
• a set of network charges for use of the PSTN, applicable both to C&W retail services 


and third parties interconnecting to the PSTN for termination and transit services. 
 
This documentation reviews the methodology and structure of the model.   


 


2. METHODOLOGY 
 
This section provides an outline of the methods used in calculating profitability by 
service and network service charges.  
 


a) 2.1 RETAIL SERVICES AND REVENUES 
 
The initial stage of preparation and analysis for modeling is to identify the major sources 
of revenue for the business and create a Profit & Loss account split between these main 
“lines of business”. Table 1 depicts a typical breakdown of revenue sources for an OECS 
business: 
 


1. Table 1. Retail Services 
 
• International PSTN 
• Fixed National PSTN (local/national calls) 
• Access (line rental & installation) 
• Cellular 
• Payphone 
• Leased Circuits and Data 
• Other revenue sources: (VAS, Paging, Voicemail, Cards, Multimedia, Equipment, CATV, 


Telex) 
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Additionally, in accordance with conventions in accounting separation, financial 
reporting is conducted for separate Access and Network business. This ensures that C&W 
cannot unfairly subsidise or unfairly cross-subsidise or otherwise discriminate against 
other licensed operators (OLOs). The Access business is typically loss-making, and is 
therefore subsidised by a transfer charge from the network business. The Network 
business similarly earns revenue through a transfer charge from the retail business, since 
it effectively supplies network to C&W retail businesses (and OLOs in the future). 
 
The management accounts of the business provide the basis of the P&L By Service. 
Consequently, revenue figures for the services used in the model are obtained from either 
the management accounts directly or the financial accounts, ensuring that the outputs of 
the two reports can be reconciled. 


b) 2.2 COSTS 
 
In the generation of a P&L report the model attributes the: 


• operational expenditure (opex);  


• other non-capital related costs; and 


• depreciation (for the purpose of this documentation depreciation is not included in the 
opex category), associated with the retail services, and, in addition, network usage 
costs are charged to each retail service.  


 


The network charges are calculated on the basis of opex, other non-capital related costs, 
and the depreciation associated with PSTN elements, plus an appropriate return on capital 
employed.   


Network charges paid by own retail services include a component for return on capital 
employed, meaning that that financial results are not consistent with return on capital 
calculations based on actual accounts.  Network charges payable both internally and by 
third parties include a cost of capital component.  


This section reviews the overall approach to cost allocation, and explains how opex, 
depreciation, and return on capital are treated by the model.  


 


i) 2.2.1   Overall approach to cost attribution 
 
There are two conventional approaches to service costing. These are Fully Allocated or 
Fully Distributed Costing (FAC or FDC), and marginal costing methods. 


Under fully allocated or fully distributed costing (FAC or FDC), costs that are not 
directly attributable to service - typically, the majority of costs of any 
telecommunications business fall into this category - are apportioned by appropriate 
drivers identified for each type of cost.  Thus, costs that were fixed regardless of the level 
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of output, or common to a number of services, would be apportioned to each service as 
though there were a direct causal link between the level of costs and volume of individual 
services. 


The second approach is one of a number of forms of marginal costing in which only the 
costs associated with an increment of a service are considered as the correct cost basis. 
The increment is the set of products or services over which costs are being measured.  At 
one extreme (i.e. many small increments), the cost of providing an extra unit of service 
would equate to marginal cost (MC), while at the other extreme (i.e. one large 
increment), the cost of providing the total output of an operator equates to FAC.  


Fixed common2 and joint3 costs may be either “written off” or recovered through mark-
ups determined on the basis of market factors, e.g., price elasticities, or other agreed 
rules, e.g., equi-proportions. Because it is essential for this modeling exercise to generate 
numbers that are fully consistent with management accounts, the model accounts for all 
costs, the model fully allocates all costs that are or directly attributable or common to 
retail services.   


However, it uses an incremental cost plus mark-up approach for network service charge 
derivation. In particular, the incremental costing approach defines increments in terms of 
usage of the following network elements: 


 
• access over local lines.  The increment is taken to be the provision of all access lines 


in the local network.  The associated costs include: 
 


- cables and wires used by the access (or “distribution”) network, prior to any 
aggregation that may occur with concentrators or remote switches. In other words, 
we are only concerned with cables and wires that are line-sensitive costs (rather 
than traffic sensitive costs); 


- distribution points and cabinets in the feeder network; and 
- line cards located at remote or host switches. 


 
• PSTN traffic carried over the switching network.  The increment is taken to be the 


provision of switching facilities to enable call transport. Associated costs include 
switch processors. Switching facilities have been subdivided into three elements; the 
portion of the switch processor responsible for call setup, the portion of the processor 
responsible for traffic throughput and the remote switching units.  


 
• PSTN traffic carried over the domestic inter-switch transmission network.  The 


increment is taken to be the provision of domestic transmission facilities to enable 
call transport.  Associated costs include cables, transmission systems and trunk ports 
on switches. 


 
                                                           
2 Fixed costs associated with the production of two or more services, which cannot be avoided unless 
production of all services to which they are common is stopped.   Fixed common costs are fixed with 
respect to volume 
3 Costs associated with the production of two or more separable outputs in fixed proportions irrespective of 
volume.  Total joint costs are variable with respect to volume 
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• PSTN traffic over the international network.  The increment is taken to be the 
provision of international transmission facilities on the international side of the 
gateway switch, enabling the transport of international calls. 


 
Not all network costs can be classified as being “incremental”, as defined above.  Those 
that cannot are common fixed or joint costs between network elements or common to 
network elements and retail services.  An example of such a network common cost would 
be air conditioning in a switch building used to cool both the racks of access line cards, as 
well as the central processor(s) used to switch traffic. The principal common fixed and 
joint costs include: 
 
• overground and underground route structures used by both the access network and by 


inter-office transmission (e.g., poles, duct and conduit systems).  These costs are 
apportioned to the access network, inter-switch transmission of PSTN traffic, leased 
lines and other services, on the basis of proportions of usage by cables. 


 
• common equipment and facilities located in switches.  These costs are apportioned 


among the access network (line cards), switching transport network (processors) and 
inter-switch transmission network (trunk ports) in the same proportion to the actual 
incremental costs. 


 
The model treats overall business common or overhead by equi-proportionately marking 
up the costs attributed to retail and network elements. 


 


ii) 2.2.2  Operating Expenditure and other non-capital related costs 
 
The relevant operating expenditure is drawn from: 


- each individual cost centre broken down into staff costs and other opex; and 


- other centrally-held non-capital costs such as outpayments, bad debts and interest. 


 


The structure for the cost centres vary from business to business and will evolve over 
time but the diagram below is a representation of a typical cost structure seen within the 
OECS businesses. 


 


21 November 2002 25







Abridged version 


Figure 1 
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As suggested above, opex and non-capital related costs are allocated to retail services, 
network elements or overhead (business common), in particular: 


 


• Retail services listed in Table 1 


• International Transmission 


• Switching 


• Domestic (inter-exchange) Transmission 


• Distribution  


• Network Common 


• Business Common 


 


The allocation was carried out on the basis of drivers associated with activities.   Over 
eighty activities and over 35 drivers were considered.  The approach represents a 
simplified Activity Based Costing (ABC) Exercise.  
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iii) 2.2.3 Capital Related Costs  
 
Capital related costs include depreciation and the return on fixed and non-fixed assets 
(capital employed)—See figure 2 below.  Fixed asset data drawn off the register includes 
the cost at purchase, asset life, month and year put in service for each asset, and then the 
model itself generates annual depreciation and net book values.  As with the opex and 
non-capital related costs, capital related costs are allocated to 


 


• Retail services listed in Table 1; 


• International Transmission; 


• Switching; 


• Domestic (inter-exchange) Transmission; 


• Distribution;  


• Network Common and; 


• Business Common 


 


 


Figure 2 
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The fixed asset classifications in a business unit relevant to network elements are broad, 
requiring item by item analysis and the allocation of finance and engineering staff. For 
costing purposes, subcategories of assets were identified, and their associated allocations 
estimated.  In particular, where appropriate the asset database shows the sharing of: 


 
• facilities between distribution, domestic transmission and switching 
 
- poles (distribution and domestic transmission); 
- aerial wire (distribution and domestic transmission); 
- aerial cable (distribution and domestic transmission); 
- underground cable (distribution and domestic transmission); 
- underground conduit (distribution and domestic transmission); 
- power (distribution, switching, transmission and in some cases for administration); 


and 


- switch occupancy (distribution, switching, domestic transmission , other services) 


 
• domestic transmission facilities between: 
 
- PSTN; 
- cellular; and 
- other Services (principally leased lines) 
 
The allocation of other capital related costs (non fixed asset capital employed, or non-
FACE) were made on the basis of the following: 


 


• Stocks- Retail and Network minute volumes; 


• Debtors, Customers - Retail services only on the basis of billed revenues; 


• Debtors, Admins -  International Retail only;   


• Cash - Capital Expenditure and Operating Expenditure; 


• Current liabilities – Direct attributable net book value; and 


• Dividends payable - Direct attributable net book value 


 
Long Term loans are excluded from the calculation of capital employed, as the return 
required by these loans has already been serviced by the interest paid thereon. 


 


For the calculation of network charges for third parties, the return on Capital Employed 
(on both fixed and non-fixed assets) associated with network elements is calculated using 
an average of year opening and closing balances. The cost of capital has provisionally set 
at ###. In a competitive industry, a firm would be expected to earn a rate of return equal, 
on average, to its cost of capital.  
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3.  MODEL STRUCTURE 
 


3.1 GENERAL 
 
The structure of the costing model referred to above is illustrated in figure 3 below.  The 
worksheets associated with each of these functions are presented in the Appendix.  


 


(a) Figure 3 
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c) 3.2  NETWORK SERVICE MODULE 
 
The Network Services Module is an Excel workbook comprising a number of worksheets 
linked as shown in the trapezoid in the figure above.   


 


The module first brings together the costs of opex, depreciation, and return on capital 
associated with all network elements (international transmission, switching (subdivided 
into call-setup processor, traffic-related processor and remote switching unit), domestic 
transmission, network common and business common).  It takes the network common 
and business common costs and equi-proportionately marks up those costs that are 
specifically attributable to the network elements.  
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With all relevant costs by network element totaled, volume data (network usage) is then 
used to calculate the unit costs within each network element.  These are then aggregated 
using the usage factors applicable to individual services—giving unit costs for each 
service. In particular, usage factor are applied to: 


 


• calculate the actual usage of each network element (based on retail service volumes); 
 
• from this, calculate unit costs for each network element from the formula: 
 


network element cost / network element usage 
 
• apply the service usage factors of network elements to the network element unit costs 


in order to estimate the per minute network usage charge. 


 
It is also possible for network charges payable by each of the retail business to be 
separated into three elements. These are: depreciation, ROCE, and network expenses. 
This is done by the inclusion of a separate worksheet calculating unit costs of network 
elements in isolation of the other cost categories   
 
Network usage charges are generated for the following traffic flows and charged to the 
appropriate retail service. 


 


Traffic Type Retail Service 
  
Incoming Int. Call to PSTN International PSTN 
Outgoing Int. Call from PSTN International PSTN 
Fixed national call Domestic 
Fixed local call Domestic 
Incoming Int. Call to Mobile Other 
Outgoing Int. Call from Mobile Other 
PSTN-Mobile Domestic  
Mobile to PSTN Other 
Outgoing Int. Payphone Other 
National Payphone Other 
Packet Switching Dial-up Other 
Internet Dial-up Other 
ISDN national voice Other 
Audiotext Other 
Voicemail Other 
Paging Other 
Cards Other 


 
An analogous set of interconnection tariffs is generated for third parties.   
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Appendix 2: Opinion from PriceWaterhouseCoopers on Costing 
Model 
 
 
 
 
Appended separately 
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Appendix 3: Service Profitability Results 
 
The results of the cost models with respect to existing retail services are shown in Table 1 
overleaf. The various line items of the service profitability schedule are as follows: 
 
1. Revenue. The revenue figures for the service obtained from either management 


accounts directly or the financial accounts. 


2. Transfer charges and settlements. This includes gross outpayments to overseas 
administrations/carriers, cost of sales and Government Royalty. 


3. Direct costs are staff and operating costs for the service (directly and indirectly 
allocated to the service) 


4. Other direct costs include depreciation of non-network assets, bad debts, interest 
expenses/gain and management fees 


5. Allocated overheads is the allocation of overheads to retail services.  


6. Network costs is disaggregated into network expenses, network depreciation, and 
return on capital employed on network assets. 


7. Profit/(Loss) by Service transparently identifies the magnitude of the access deficit 
and extent of the cross-subsidisation required from other services. 


 
It can be seen that the access deficit that has been used for calculating the ADCs is ###. 
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Table 1 – Service Profitability Results 
Cable & Wireless Grenada – for the year ending 31 March 2001 
 


EC$k EC$k EC$k EC$k EC$k EC$k EC$k


GROSS TURNOVER ### ### ### ### ### ###
Transfer Charges ### ### ###
Less: Outpayments ### ### ### ### ### ###
Less: Cost of Sales ### ### ### ### ### ###
Less: Government Royalty ### ### ### ### ### ###


REVENUE NET OF SETTLEMENTS ### ### ### ### ### ### ###
                      AND TRANSFER CHARGE


Direct Costs (Staff and Opex) ### ### ### ### ### ### ###


Other Direct Costs ### ### ### ### ### ### ###


Total Direct Cost ### ### ### ### ### ### ###
PROFIT BEFORE OVERHEAD 
                      AND NETW ORK COSTS ### ### ### ### ### ### ###
Allocated Overheads ### ### ### ### ### ### ###


Total Non-Network Cost Including Overheads ### ### ### ### ### ### ###


PROFIT BEFORE NETW ORK COSTS ### ### ### ### ### ### ###


Network expenses ### ### ### ### ### ### ###
Network depreciation ### ### ### ### ### ### ###
Network ROCE ### ### ### ### ### ### ###


Total Costs ### ### ### ### ### ### ###
PROFIT / (LOSS) BY SERVICE ### ### ### ### ### ### ###


Access Deficit


SUB 
TOTAL


Network & 
Access


GRAND 
TOTAL


###


International 
Calling


Domestic 
Calling Access Other
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Appendix 4: Breakdown of the Access Deficit  
 
The costs of the access deficit consist of direct costs as well as allocation of indirect costs. Costs include 
different types of expenses, depreciation, cost of capital, retail costs and allocation of overheads. An 
analysis of the amount of costs that have been allocated to the access network and domestic calling, as well 
as expressing these costs as a percentage of the costs being allocated follows: 
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Access Network assets 
 
Network Depreciation and Network Return on Capital Employed


Depreciation NBV
EC$k EC$k


Direct allocation (see below) ### ###
Allocation of Admin building assets using floorspace ### ###
Allocation of IS related assets using PC usage ### ###
Allocation of Vehicle assets using Vehicle usage ### ###
Allocation of Fault system assets using Fault distribution ### ###


### ###
Pro-rated to Management accounts ### ###


### ###
less leased circuit allocation ### ###


### ###
Network Common cost allocation (see below) ### ###


### ###
Adjustment to include other assets/liabilities ###
Adjusted assets ###


Return on Capital Employed ###% ###


Directly Allocated Assets


Freehold Technical Land & Buildings ### ###% ### ###%
Power ### ###% ### ###%
Exchange Equipment (Line Cards etc) ### ###% ### ###%
Exchange Equipment (Installation) ### ###% ### ###%
Tools & Test Equipment ### ###% ### ###%
Line Plant - Cables ### ###% ### ###%
Line Plant - Installation ### ###% ### ###%
Line Plant - Civils Work & Conduit ### ###% ### ###%
Line Plant - Jointing Points ### ###% ### ###%
Line Plant - Main Distribution Frame ### ###% ### ###%
Line Plant - Pole Lines and Distribution Points ### ###% ### ###%
Building Infrastructure ### ###% ### ###%
Other Assets ### ###% ### ###%


0    0    


Allocation of Network Common Assets


Mobile Radio Equipment ### ###% ### ###%
Tools and Test equipment ### ###% ### ###%
Network Management ### ###% ### ###%
Other Allocations ### ###% ### ###%


### ###
Pro-rated to Management accounts ### ###% ### ###%


### ###


Depreciation Net Book Value


EC$k % allocation from 
original cost EC$k


% allocation 
from original 


cost


EC$k % allocation from 
original cost EC$k


% allocation 
from original 


cost


Depreciation Net Book Value
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Access Network expenses 


Network Expenses


Directly allocated costs (see below) ###
Reallocation of Access to Leased Circuits ###


###
Allocation of Network Common costs (see below) ###
Allocation of Business Common costs (see below) ###


###


Directly Allocated Network Expenses


Maintain Distribution ### ###%
Early Retirement ### ###%
Utilities ### ###%
Provide Basic Telephony Services ### ###%
Plan, operate and maintain fleet ### ###%
Management Fees ### ###%
Manage corporate affairs ### ###%
Support Business Support Systems ### ###%
Manage buildings ### ###%
Training Budget ### ###%
Pension ### ###%
Non Vehicle Insurance ### ###%
Manage HR ### ###%
Social Security ### ###%
Schedule Repairs ### ###%
Procure materials ### ###%
Support Operational Systems ### ###%
Maintain generators ### ###%
Manage stores ### ###%
Loss on Disposal Of Assets ### ###%
Maintain civil works ### ###%
Monitor network ### ###%
Security Services ### ###%
Plan network ### ###%
Regional Support Charge ### ###%
Provide payroll ### ###%
Cleaning ### ###%
Collect network information ### ###%
Leave Pay ### ###%
Provision for Obsolete Stock ### ###%


###


EC$k % allocation from 
original cost


EC$k


 


21 November 2002 36







Abridged version 


 
 


Allocation of Network Common costs


Management Fees ### ###%
Other allocations (<EC$10k individually) ### ###%


###


Allocation of Business Common costs


Provide strategy and policy ### ###%
Provide public relations ### ###%
Management Fees ### ###%
Provide financial and management accounting ### ###%
Administer government relations ### ###%
Manage audit ### ###%
Accomodation ### ###%
Manage working capital ### ###%


###


EC$k % allocation from 
original cost


EC$k % allocation from 
original cost
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Direct Retail Costs


Access Retail costs and revenues 


Regional Support Charge ### ###%
Early Retirement ### ###%
Support billing systems ### ###%
Collect revenue ### ###%
Support Business Support Systems ### ###%
Respond to customer queries ### ###%
Provide credit control/ manage bad debt ### ###%
Prepare quotes/ sell services ### ###%
Generate bill ### ###%
Schedule installations ### ###%
Manage sales and revenue ### ###%
Advertise ### ###%
Training budget ### ###%
Utilities ### ###%
Manage corporate affairs ### ###%
Customer related activities ### ###%
Pension ### ###%
Plan, operate and maintain fleet ### ###%
Provide customer relations ### ###%
Manage HR ### ###%
Manage buildings ### ###%
Social Security ### ###%
Other allocations (<EC$10k individually) ### ###%


###


Other Direct Retail Costs


Retail Depreciation ###
Net Interest Income ### ###%
Bad Debts ### ###%
Management fees ### ###%


###


Retail Overhead


Provide strategy and policy ### ###%
Provide public relations ### ###%
Management Fees ### ###%
Provide financial and management accounting ### ###%
Administer government relations ### ###%
Manage audit ### ###%
Other allocations (<EC$10k individually) ### ###%


###


EC$k % allocation from 
original cost


EC$k % allocation from 
original cost


EC$k % allocation from 
original cost


 
 
Revenues EC$k
Telephone Equipment Rentals ###
Telephone Installation/Reconnection Fees ###


###
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Network Assets associated with Domestic Calling 
 
Network Depreciation and Network Return on Capital Employed


Depreciation NBV Depreciation NBV Depreciation NBV Depreciation NBV Depreciation NBV
EC$k EC$k EC$k EC$k EC$k EC$k EC$k EC$k EC$k EC$k


Direct allocation (see below) ### ### ### ### ### ### ### ### ### ###
Allocation of Admin building assets using floorspace ### ### ### ### ### ### ### ### ### ###
Allocation of IS related assets using PC usage ### ### ### ### ### ### ### ### ### ###
Allocation of Vehicle assets using Vehicle usage ### ### ### ### ### ### ### ### ### ###
Allocation of Fault system assets using Fault distribution ### ### ### ### ### ### ### ### ### ###


### ### ### ### ### ### ### ### ### ###
Pro-rated to Management accounts ### ### ### ### ### ### ### ### ### ###


### ### ### ### ### ### ### ### ### ###
less leased circuit allocation


### ### ### ### ### ### ### ### ### ###
Network Common cost allocation ### ### ### ### ### ### ### ### ### ###


### ### ### ### ### ### ### ### ### ###
Adjustment to include other assets/liabilities -25% ### ### ### ### ###
Adjusted assets ### ### ### ### ###


Return on Capital Employed ###% ### ### ### ### ###


Proportion allocated to Domestic calling ###% ###% ###% ###% ###% ###% ###% ###% ###% ###% EC$k


Depreciation applicable to Domestic calling ### ### ### ### ### Total ###


ROCE applicable to Domestic Calling ### ### ### ### ### Total ###


Call Sensitive Switching Traffic Sensitive 
Switching Remote Switching National Transmission Interconnect Specific
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Call Sensitive Switching Directly Allocated Assets


 


Freehold Technical Land & Buildings ### ###% ### ###%
Power ### ###% ### ###%
Exchange Equipment ### ###% ### ###%
Building Infrastructure ### ###% ### ###%


### ###


Traffic Sensitive Switching Directly Allocated Assets


Freehold Technical Land & Buildings ### ###% ### ###%
Power ### ###% ### ###%
Exchange Equipment ### ###% ### ###%
Building Infrastructure ### ###% ### ###%


### ###


Remote Switching Directly Allocated Assets


Freehold Technical Land & Buildings ### ###% ### ###%
Power ### ###% ### ###%
Exchange Equipment ### ###% ### ###%
Exchange Equipment (Installation) ### ###% ### ###%
Building Infrastructure ### ###% ### ###%
Other Assets ### ###% ### ###%


### ###


National Transmission Directly Allocated Assets


Freehold Technical Land & Buildings ### ###% ### ###%
Long Leasehold Land & Buildings ### ###% ### ###%
Microwave Transmission ### ###% ### ###%
Power ### ###% ### ###%
Radio Telecoms Equipment ### ###% ### ###%
Transmission Telecoms Equipment ### ###% ### ###%
Transmission Multiplex Equipment ### ###% ### ###%
Line Plant - Cables ### ###% ### ###%
Line Plant - Civils Work & Conduit ### ###% ### ###%
Line Plant - Jointing Points ### ###% ### ###%
Line Plant - Regenerator Cases and Tails ### ###% ### ###%
Building Infrastructure ### ###% ### ###%
Other Assets ### ###% ### ###%


### ###


Depreciation Net Book Value


EC$k
% allocation 
from original 


cost
EC$k


% allocation 
from original 


cost


Depreciation Net Book Value


EC$k
% allocation 
from original 


cost
EC$k


% allocation 
from original 


cost


Depreciation Net Book Value


EC$k
% allocation 
from original 


cost
EC$k


% allocation 
from original 


cost


Depreciation Net Book Value


EC$k
% allocation 
from original 


cost
EC$k


% allocation 
from original 


cost
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Network Expenses


EC$k EC$k EC$k EC$k EC$k


Directly allocated costs (see below) ### ### ### ### ###
Reallocation to Leased Circuits ###


### ### ### ### ###
Allocation of Network Common costs (see below) ### ### ### ### ###
Allocation of Business Common costs (see below) ### ### ### ### ###
Total Cost by network element ### ### ### ### ###


Proportion Allocatable to Domestic Calling ###% ###% ###% ###% ###% EC$k


Expenses associated with Domestic Calling ### ### ### ### ### Total ###


Remote 
Switching


National 
Transmission


Interconnect 
Specific


Call Sensitive 
Switching


Traffic Sensitive 
Switching


 


 
Network Expenses associated with Domestic Calling 
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Directly Allocated Network Expenses - Call Sensitive Switching 


Maintain switching assets ### ###%
Support Operational Systems ### ###%
Management Fees ### ###%
Early Retirement ### ###%
Support Business Support Systems ### ###%
Collect call data ### ###%
Utilities ### ###%
Training Budget ### ###%
Plan, operate and maintain fleet ### ###%
Manage buildings ### ###%
Plan network ### ###%
Non Vehicle Insurance ### ###%
Other allocations (<EC$10k individually) ### ###%


###


Directly Allocated Network Expenses - Traffic Sensitive Switching 


Support Operational Systems ### ###%
Maintain switching assets ### ###%
Collect call data ### ###%
Management Fees ### ###%
Support Business Support Systems ### ###%
Early Retirement ### ###%
Utilities ### ###%
Other allocations (<EC$10k individually) ### ###%


###


Directly Allocated Network Expenses - Remote Switching 


Maintain switching assets ### ###%
Support Operational Systems ### ###%
Utilities ### ###%
Manage buildings ### ###%
Collect call data ### ###%
Early Retirement ### ###%
Management Fees ### ###%
Support Business Support Systems ### ###%
Plan, operate and maintain fleet ### ###%
Training Budget ### ###%
Other allocations (<EC$10k individually) ### ###%


###


EC$k
% allocation 
from original 


cost


EC$k
% allocation 
from original 


cost


EC$k
% allocation 
from original 


cost
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Directly Allocated Network Expenses - National Transmission


Management Fees ### ###%
Support Operational Systems ### ###%
Maintain national transmission ### ###%
Utilities ### ###%
Early Retirement ### ###%
Manage buildings ### ###%
Training Budget ### ###%
Support Business Support Systems ### ###%
Non Vehicle Insurance ### ###%
Plan network ### ###%
Plan, operate and maintain fleet ### ###%
Collect call data ### ###%
Maintain generators ### ###%
Loss on Disposal Of Assets ### ###%
Manage corporate affairs ### ###%
Monitor network ### ###%
Pension ### ###%
Security Services ### ###%
Other allocations (<EC$10k individually) ### ###%


###


Directly Allocated Network Expenses - Interconnect Specific


Support regulatory costing ### ###%
Management Fees ### ###%
Support Business Support Systems ### ###%
Respond to OLOs ### ###%
Early Retirement ### ###%
Utilities ### ###%
Training Budget ### ###%
Manage corporate affairs ### ###%
Other allocations (<EC$10k individually) ### ###%


###


EC$k
% allocation 
from original 


cost


EC$k
% allocation 
from original 


cost
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Allocation of Network Common costs
EC$k EC$k EC$k EC$k EC$k


Management Fees ### ###% ### ###% ### ###% ### ###% ### ###%
Other allocations (<EC$10k individually) ### ###% ### ###% ### ###% ### ###% ### ###%


### ### ### ### ###


Allocation of Business Common costs


Provide strategy and policy ### ###% ### ###% ### ###% ### ###% ### ###%
Provide public relations ### ###% ### ###% ### ###% ### ###% ### ###%
Management Fees ### ###% ### ###% ### ###% ### ###% ### ###%
Other allocations (<EC$10k individually) ### ###% ### ###% ### ###% ### ###% ### ###%


### ### ### ### ###


% allocation 
from original 


cost


Interconnect Specific


EC$k
% allocation 
from original 


cost
EC$k


% allocation 
from original 


cost
EC$k


% allocation 
from original 


cost
EC$k


% allocation 
from original 


cost
EC$k


Call Sensitive Switching Traffic Sensitive Switching Remote Switching National Transmission


Interconnect Specific


% allocation 
from original 


cost


% allocation 
from original 


cost


% allocation 
from original 


cost


% allocation 
from original 


cost


% allocation 
from original 


cost


Call Sensitive Switching Traffic Sensitive Switching Remote Switching National Transmission
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Direct Retail Costs


Retail Costs associated with Domestic Calling 


Regional Support Charge ### ###%
Support billing systems ### ###%
Collect revenue ### ###%
Support Operational Systems ### ###%
Other Non Trading Expense ### ###%
Respond to customer queries ### ###%
Prepare quotes/ sell services ### ###%
Generate bill ### ###%
Support Business Support Systems ### ###%
Schedule installations ### ###%
Training budget ### ###%
Utilities ### ###%
Customer related activities ### ###%
Manage corporate affairs ### ###%
Plan, operate and maintain fleet ### ###%
Pension ### ###%
Provide customer relations ### ###%
Collect call data ### ###%
Manage buildings ### ###%
Manage HR ### ###%
Other allocations (<EC$10k individually) ### ###%


###


Other Direct Retail Costs


Retail Depreciation ###
Management fees ### ###%


###


Retail Overhead


Provide strategy and policy ### ###%
Provide public relations ### ###%
Management Fees ### ###%
Provide financial and management accounting ### ###%
Other allocations (<EC$10k individually) ### ###%


###


EC$k
% allocation 
from original 


cost


 
 


EC$k
% allocation 
from original 


cost


 


EC$k
% allocation 
from original 


cost
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Appendix 5: Calculation of Access Deficit Contribution Charge 
 


Daytime Evening W eekend
(a) (b) (a)/(b)


EC$ Mins EC$ EC$ EC$ EC$


ADC on International Origination minutes ### ### 0.250


ADC on remaining minutes ### ### ### 0.049 0.043 0.031


Access Deficit Volumes Average ADC
De-averaged ADC


 
 
 
Methodology for de-averaging ADC charges (as well as call duration charges) 
 
It is standard practice that interconnection charges follow the same structure as retail prices with the objective of preventing arbitrage opportunities from being 
created. In order to reflect the structure of retail tariffs, time of day tariff gradients have to be applied to the average interconnection or ADC charge. The steps to 
do this are as follows: 
 
Step 1: Calculate the traffic-weighted average retail tariff. For the purposes of the Revised Agreement, C&W have collected traffic data for Domestic calls in 
each of three time periods in Grenada. Based on traffic data from 2002 the traffic profile is (a) ###% Daytime, at a retail price of EC$0.08, (b) ###% Evening, at 
a retail price of EC$0.07 and (c) ###% Weekend, at a retail price of EC$0.05. The weighted average retail price is thus calculated to be ###% 
 
Step 2: Based on the traffic-weighted average retail charge, calculate the ratio of the retail average to the retail price: (a) The ratio of retail price during Daytime 
to the average retail price is ###, (b) The ratio of retail price during Evenings to the average retail price is ###, and (c) The ratio of retail price during Weekends 
to the average retail price is ### 
 
Step 3: Apply these ratios to the average interconnection or ADC charge: (a) Using the ratio of ### to the average ADC, the Daytime ADC is EC$0.049, (b) 
Using the ratio of ### to the average ADC, the Evening ADC is EC$0.043, and (c) Using the ratio of ### to the average ADC, the Weekend ADC is EC$0.031. 
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POST-TAX NOMINAL
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Appendix 6 
 


Weighted Average Cost of Capital for the 5 ECTEL Countries 
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Appendix 7: Methodology for Joining Services 
 
This section provides an overview of the methodology as well as a description of the Joining 
Services Model. 


(1) Overview of Methodology 


b) Services Offered 
Joining Services represent the physical link between two network operators.  These links are 
used to interconnect the networks for the purposes of terminating each carrier’s traffic to the 
other carrier’s network. 


 
Cable & Wireless Grenada provisions Joining Services over dedicated OC3 systems (155 Mbps), 
which can be sub-provisioned to provide line cards with modules of 12 T1s. For each system, the 
Joining Services Tariff provides charges for distance dependent facilities, for the carrier system 
and for the T1 termination. The tariff rate elements include both recurring monthly charges and, 
where appropriate, non-recurring charges. 
 
The Joining Services Tariff is based on the assumption that C&W will provide all of the external 
plant facilities but only the carrier system and terminations on its side of the circuit.  The Service 
Taker is assumed to provide the carrier equipment and termination equipment on its side of the 
circuit. 
 
The external plant cables for the GNP connection will be installed using a diverse overhead route 
combined with underground routes using ducts. Existing ducts have been used where possible 
but there was a requirement to install some new duct.  


 
The diagram below shows the routing of the connection from the C&W host exchange in Mount 
Hartman to GNP’s location in XXX: 


[Diagram removed – customer confidential information] 
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[Paragraph deleted – customer confidential information – Joining Service route details] 
 
 
 
 
 
The Joining Services Tariff provides charges for the following rate elements: 


• Distance dependent charge for exclusive duct – Nonrecurring and Recurring 
• Distance dependent charge for different bores of shared duct – Nonrecurring and 


Recurring 
• Distance dependent charge for exclusive Overhead cable – Nonrecurring and Recurring 
• Proportion of shared poles – Nonrecurring and Recurring 
• Carrier System, Network management, rack, frame and spares – Nonrecurring and 


Recurring 
• Termination of T1 trunks – Nonrecurring and Recurring 
• Signalling links - Nonrecurring and Recurring 
• Provision of joint boxes - Nonrecurring and Recurring 


 
The overall cost of each rate element consists of network capital costs and operating expenses.  
Network capital costs are driven by the amount of investment required for each rate element unit; 
the total capital cost will include purchase, carriage, import duty, installation and planning. 
Operating expenses are derived using a factor based on the ratio of operating expense to 
investment – this is drawn from the cost model using the opex/GBV ratio for the transmission 
network. 


c) Costing Methodology 
 
Network capital costs are annualised into a fixed amount sufficient to provide for depreciation of 
the assets over their life plus a cost of capital component.  Depreciation is calculated using the 
straight-line method, with fixed asset lives and cost of capital as assumed in the costing model.  
 
Nonrecurring installation and disconnection operating expenses associated with the OC-3  carrier 
system and T1 terminations were derived from estimated work hours required and average 
labour rates. 
 


d) Derivation of Charges 
 
Joining Services tariff charges should reflect, as far as possible, the economics of a competitive 
environment. If the Joining Services tariff assumed costs would be recovered over many years as 
is assumed in retail tariffs, there is a very real risk that the plant investment made today would be 
stranded long before its cost was recovered.  This is likely when either the interconnecting carrier 
no longer purchases joining services or technology has advanced to the point where other 
approaches or other facilities are more attractive.  
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To reduce the risk associated with excessively long fixed asset depreciation lives, a non-
recurring charge is assessed to cover the difference between the present value of the cash flow 
from depreciation and cost of capital after the initial contract period and the present value of 
depreciation and cost of capital cash flows over the normal regulatory life of the assets used.   


 


The present value calculations are based on two assumptions.  First, the initial contract period is 
set at five years to agree with the Interconnection Tariff. Second, the discount rate must be 
determined taking into account the flow through of the risk premium to the risk taker.  It was 
determined that the risk free cost of capital was the most appropriate discount rate.   


 
The starting point for the recurring charges is the revenue flow that would cover costs assuming 
no up-front payment.  This represents the on-going service cost of Joining Services and includes 
capital cost and operating expenses.  An annuity payment is calculated that equates this revenue 
flow to the revenue flows assuming an up-front payment of capital costs beyond the contract 
period.  Monthly recurring charges are the annual amount divided by 12. 
 
The final step is to add the nonrecurring charge due to excessive asset life to any nonrecurring 
installation charges that may be required for the OC-3 carrier system or T1 terminations. 
 
 
Joining Services Model 
 


e) Model Structure 
 
The Joining Services model consists five sections: Inputs, Generic Workings, Generic Tariff 
Table, Actual GNP Workings and Actual GNP Tariff Table. 


i) Inputs 
 
The input schedule (see schedule) contains the following input data and assumptions: 
 
 Cost of capital (row 1) 
 Risk Free Rate (row 2) 
 Equipment costs (rows 3-8) 
 Any non-capitalised costs associated with equipment installation, configuration and testing 


(rows 9-15) 
 4-bore, 6-bore, and 24-bore shared duct unit costs for 3 different surface types, including 


equipment, duty, carriage, installation and planning (rows 16-18, 22-24, and 28-30) 
 Joint box costs for 3 different surface types, including equipment, duty, carriage, installation 


and planning for each of the different duct types (rows 19-21, 25-27, and 31-33) 
 Sub-duct costs (rows 34) 
 Cable unit costs (rows 35 and 36) 
 Splicing cost per splice (row 37) 
 Cable laying costs (rows 38-39) 
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 Average separation of jointing boxes (row 40) 
 Average separation of fibre splices (row 41) 
 Shared Poles (row 42) 


 
Input Data 


1 Cost of Capital XXX
2 Risk free rate XXX


Contract Period (years) XXX


Capital Costs Units
Equipment 
purchase 


price


Import 
duty Carriage Installation 


labour Planning Total Asset Life 
(Years)


Opex/ 
investment 


ratio
Terminating Equipment


3 STM-1 carrier system Hardware EC$ XXX XXX XXX XXX XXX XXX XXX XXX
4 Network Management (software, licensing and access termi EC$ XXX XXX XXX XXX XXX XXX XXX XXX
5 Tributary Interfaces 12 T1 (Nortel OM3300) EC$ XXX XXX XXX XXX XXX XXX XXX XXX
6 Spares EC$ XXX XXX XXX XXX XXX XXX XXX XXX
7 Rack/frame EC$ XXX XXX XXX XXX XXX XXX XXX XXX
8 ANSI SS7 signalling unit - per port EC$ XXX XXX XXX XXX XXX XXX XXX XXX


Non-capitalised installation Units
9 Time to fit OLTE (excl test) hrs XXX


10 Time to fit CTU (excl test) hrs XXX
11 Time to configure single E1 trunk group hrs XXX
12 Time to disconnect from Interconnect Switch Location hrs XXX
13 Any other labour required hrs XXX
14 Time to test hrs XXX
15 Hourly labour rate EC$/hr XXX


Capital Costs Units
Equipment 
purchase 


price


Import 
duty Carriage Installation 


labour Planning Total Asset Life
Opex/ 


investment 
ratio


Shared duct (4-bore) 
16 Duct  - footway - unsurfaced EC$/km XXX XXX XXX XXX XXX XXX XXX XXX
17 Duct  - footway - concrete in situ EC$/km XXX XXX XXX XXX XXX XXX XXX XXX
18 Duct  - carriageway (asphalt) EC$/km XXX XXX XXX XXX XXX XXX XXX XXX
19 Jointing box  - footway - unsurfaced EC$ XXX XXX XXX XXX XXX XXX XXX XXX
20 Jointing box  - footway - concrete in situ EC$ XXX XXX XXX XXX XXX XXX XXX XXX
21 Jointing box  - carriageway (asphalt) EC$ XXX XXX XXX XXX XXX XXX XXX XXX


Shared duct (6-bore) 
22 Duct  - footway - unsurfaced EC$/km XXX XXX XXX XXX XXX XXX XXX XXX
23 Duct  - footway - concrete in situ EC$/km XXX XXX XXX XXX XXX XXX XXX XXX
24 Duct  - carriageway (asphalt) EC$/km XXX XXX XXX XXX XXX XXX XXX XXX
25 Jointing box  - footway - unsurfaced EC$ XXX XXX XXX XXX XXX XXX XXX XXX
26 Jointing box  - footway - concrete in situ EC$ XXX XXX XXX XXX XXX XXX XXX XXX
27 Jointing box  - carriageway (asphalt) EC$ XXX XXX XXX XXX XXX XXX XXX XXX


Shared duct (24-bore) 
28 Duct  - footway - unsurfaced EC$/km XXX XXX XXX XXX XXX XXX XXX XXX
29 Duct  - footway - concrete in situ EC$/km XXX XXX XXX XXX XXX XXX XXX XXX
30 Duct  - carriageway (asphalt) EC$/km XXX XXX XXX XXX XXX XXX XXX XXX
31 Jointing box  - footway - unsurfaced EC$ XXX XXX XXX XXX XXX XXX XXX XXX
32 Jointing box  - footway - concrete in situ EC$ XXX XXX XXX XXX XXX XXX XXX XXX
33 Jointing box  - carriageway (asphalt) EC$ XXX XXX XXX XXX XXX XXX XXX XXX


Sub Duct
34 sub-duct per km EC$/km XXX XXX XXX XXX XXX XXX XXX XXX


Cable
35 Underground 24 fibre optical cable EC$/km XXX XXX XXX XXX XXX XXX XXX XXX
36 Aerial 12 Fibre Cable EC$/km XXX XXX XXX XXX XXX XXX XXX XXX


Other Information
37 Splicing cost per cable splice - underground EC$ XXX XXX XXX XXX XXX XXX XXX XXX
38 Cable laying cost including sub-duct- underground EC$/km XXX XXX XXX XXX XXX XXX XXX XXX
39 Cable laying cost light cabling-including rodding EC$/km XXX XXX XXX XXX XXX XXX XXX XXX
40 Average separation of jointing boxes km XXX XXX XXX XXX XXX XXX XXX XXX
41 Average separation of fibre splices - underground km XXX XXX XXX XXX XXX XXX XXX XXX


Poles
42 Shared Pole EC$ XXX XXX XXX XXX XXX XXX XXX XXX


Capital costs


Capital costs


ii) Generic Workings 
 
This schedule calculates the investment costs per kilometre, and annual depreciation, capital 
costs, and operating costs on an on-going basis assuming normal regulatory lives.  Present value 
of these service costs over the life of the asset class is then calculated.  Next, an annual annuity 
payment is calculated based on the difference between the present value of the asset class over 
the life of the asset and the nonrecurring charge described above.  The annual amount is divided 
by 12 to derive the monthly recurring charge. 
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This schedule also calculates the nonrecurring installation and disconnection charges based on 
the labour hour estimates and hourly labour rate. 
 


 Investment  Depreciation 
 Cost of 
Capital 
Year 1 


 Operating 
Cost 


 Total  
Annual 


Cost 


 Present 
Value of 
Annual 


Cost 


 Non-
Recurring 


Charge 


Annual 
Recurring 


Charge


 Monthly 
Recurring 


Charge 


Monthly 
recurring 


charge 
(assuming 


no non-
recurring


PV for 
Termination  
(excl opex)


 A  B  C  D  E  F  G H  I  J K


Individual Element Cost
1 STM-1 carrier system Hardware XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
2 Network Management (software, licensing XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
3 Tributary Interfaces 12 T1 (Nortel OM3300) XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
4 Spares XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
5 Rack/frame XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
6 ANSI SS7 signalling unit - per port XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
7 Joint Box XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX


Element Cost per Km
8 24 fibre Cable XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
9 Cable splicing XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX


10 Cable total XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX


11  Aerial 12 Fibre Cable XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX


12 4 Bore Duct - shared use before sharing XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
13 Jointing boxes - shared use before sharing XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
14 Duct total - shared use before sharing XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
15 Duct - shared use after sharing XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX


16 6 Bore Duct - shared use before sharing XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
17 Jointing boxes - shared use before sharing XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
18 Duct total - shared use before sharing XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
19 Duct - shared use after sharing XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX


20 24 Bore Duct - shared use before sharing XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
21 Jointing boxes - shared use before sharing XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
22 Duct total - shared use before sharing XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
24 Duct - shared use after sharing XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX


25  Shared Pole XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX


 
 
The investment costs are linked into column A as follows: 
 
Rows 1-6: total equipment capital costs linked from the Total column of the Input schedule 
 
Row 7: joint box costs derived from the joint box unit costs weighted by surface mix 
 
Row 8-10: costs of laying the cable. The first row relates to the cable costs made up from cable, 
sub-duct and laying costs from the Total column of the Input sheet (e.g. row 8). The second row 
(e.g. row 9) relates to the splicing costs derived from cost per splice / splices per km. The third 
row (e.g. row 10) is the sum of the previous two rows. 
 
Row 11: Aerial Cable costs : derived from the total column of the Input schedule 
 
Rows 12-24: The shared duct cost per kilometre is derived from the duct unit costs weighted by 
surface mix and converted to a cost per kilometre using the average separation of joining boxes 
identified in the Input schedule (row 39). Using rows 12-15 as an example, row 12 contains the 
shared duct costs derived from duct unit costs weighted by surface mix. Row 13 contains the 


27 November 2002 53







Abridged Version 


shared joint box costs per kilometre derived from joint box unit costs weighted by surface mix 
and converted to a cost per kilometre using the average separation of joining boxes identified in 
the Input schedule (row 39). Row 14 contains the shared duct total summed from rows 12 and 
13. As the duct is shared all the costs are not attributable to the joining service so row 15 
converts the cost to a cost per bore by dividing the total in row 14 by the number of bores. 
 
Row 25: Shared pole costs: derived from the total column of the Input schedule 
 
Column B: This calculates annual depreciation according to the asset life assumptions from the 
input sheet (assumes straight-line method) 
 
Column C: This calculates year 1 cost of capital using a mid-year asset value and the WACC 
 
Column D: This calculates the annual opex using the ratio from the final column of the input 
sheet. 
  
Column E: This calculates the total annual cost by summing depreciation, cost of capital and 
opex (columns B-D) 
 
Column F:  This calculates the present value of the total annual cost over the asset life, 
discounting by the WACC. 
 
Column G: This calculates the non-recurring charge by: 
 Evaluating the Present Value of the annual capital charges (depreciation + cost of capital) 


over the asset life, using the risk-free rate; and 
 Subtracting the Present Value of the annual capital charges over the contract period, again 


using the risk-free rate 
 
Column H: This calculated the annual recurring charge by means of an annuity formula (i.e., 
capital payment due, where the principal is the Present Value of the total annual cost (column E) 
minus the non-recurring charge. The total period is the asset life and the rate is the WACC.) 


 
Column I: This calculates the monthly recurring cost which is the annual recurring cost divided 
by 12 
 
Column J: This calculates the termination payment worked out as 30% of monthly recurring 
charge per month 
 


27 November 2002 54







Abridged Version 


JOINING SERVICE - GENERIC TARIFF SCHEDULE


Footway Box Joining Service


EC$ EC$
Shared Duct per Km (4 Bore) XXX XXX
Shared Duct per Km (6 Bore) XXX XXX
Shared Duct per Km (24 Bore) XXX XXX
Underground Cable per Km (24 Fibre) XXX XXX
Aerial 12 Fibre Cable XXX XXX
STM-1 carrier system Hardware XXX XXX
Network Management (software, licensing and access terminal) XXX XXX
Tributary Interfaces 12 T1 (Nortel OM3300) XXX XXX
Spares XXX XXX
Rack/frame XXX XXX
ANSI SS7 signalling unit - per port XXX XXX
Joint box XXX XXX
Shared Pole XXX XXX


XXX XXX


Early Termination Charges


EC$
Shared Duct per Km (4 Bore) XXX
Shared Duct per Km (6 Bore) XXX
Shared Duct per Km (24 Bore) XXX
Underground Cable per Km (24 Fibre) XXX
Aerial 12 Fibre Cable XXX
STM-1 carrier system Hardware XXX
Network Management (software, licensing and access terminal) XXX
Tributary Interfaces 12 T1 (Nortel OM3300) XXX
Spares XXX
Rack/frame XXX
ANSI SS7 signalling unit - per port XXX
Joint box XXX
Shared Pole XXX


Charges for Installation and Testing


EC$
Switch testing charge XXX


Once-off Monthly 
recurring


Installation and 
Testing Charges


Early Termination 
Charge per 


remaining month
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This schedule brings forward the results of the Workings schedule and presents them in tariff 
format.  The majority of charges are a direct transfer from the Generic Workings schedule. The 
transmission one-off equipment costs however also include the relevant installation costs 
identified in the Input schedule (rows 10 & 15).  
 


Workings for GNP Joining Service - Diverse Pole Routes


A B C D E F G H I J K L


Pole Routes


Shared Duct (24 Bore) per Bore XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
Shared Duct (6 Bore) per Bore XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
Shared Duct (4 Bore) per Bore XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
24 Fibre Underground Cable XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
12 Fibre Overhead Cable XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX


Shared Poles XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX


Terminal Equipment


Once-off 
cost


Monthly 
recurring


Early 
Terminatio


n
Quantity Once-off 


cost
Monthly 
recurring


Early 
Termination


STM-1 carrier system Hardware XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
Network Management XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
Tributary Interfaces 12 T1 (Nortel OM3300) XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
Spares XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
Rack/frame XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
ANSI SS7 signalling unit - per port XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
Joint box XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX


XXX XXX XXX


Once Off 
Costs


Monthly 
recurring


Early 
Terminatio


n


Once-off 
cost per 


Pole


Monthly 
recurring 
cost per 


Early 
termination 


cost per 


Number 
Poles


Once-off 
cost


Monthly 
recurring 


cost


Early 
termination 


cost


Users per 
Pole required


Chargeable to GNP


Once-off 
cost per Km


Monthly 
recurring 
cost per 


Early 
termination 


cost per 


Distance 
(Km)


Once-off 
cost per 


Bore


Monthly 
Recurring 
cost per 


Early 
Termination 


cost per Bore


Fibres in 
Bore/Cabl


e


Fibres 
Require


d


(1) Workings for GNP Joining Services 
 


Using the unit cost of each element calculated in the generic pricing, the actual dimensions of the 
joining service were calculated in the following table:  


 


Columns A, B & C contains the base data for the upfront charge, recurring charge and early 
termination charge. 
 
Column D contains the length of duct and cable utilised for the specific joining service to GNP 
as per the earlier diagram.  
 
Columns E, F and G show the actual cost of the bore used and are calculated by applying the 
lengths in column D to the per kilometre charges in columns A, B and C. 
 
Column H contains the actual number of fibres that are present in the utilised bore 
 
Column I contains the number of fibres actually used by the joining service.  
 
Columns J, K and L contain the actual cost by element of the Joining Service to GNP. These cost 
have been calculated by taking the proportion of the fibres used (column I) over the total number 
of fibres in the bore (column H) and applying this to the bore/cable costs calculated in columns 
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E, F and G. It should be noted that the cost of the 12 overhead cable has been totally allocated to 
the joining service as this cable can have no further use. 
 
Actual GNP Tariff schedule 
The data from the GNP working schedule is then presented as part of the interconnect agreement.  
 
 


i


Tariffs for GNP 
I t ti1. Joining 
S i
Footway Box Joining 
S i


EC$ EC$ 
4.524Km of Shared Duct (4 


)
XXX XXX XXX 


5.102Km of 24 Fibre Underground 
bl


XXX XXX XXX 
196 Shared 
l


XXX XXX XXX 
Tributary Interfaces 12 T1 (Nortel XXX XXX 


XXX XXX 
XXX XXX 
XXX XXX 
XXX XXX 


Monthly 
recurrin


Proportio
of 


Cable/Duc


Once-
ff


3300)Spares 
2 x ANSI SS7 
i lli2 x Joint 


b


0.037Km of Shared Duct (24 
)0.541Km of Shared Duct (6 
)4.524Km of Shared Duct (4 
)5.102Km of 24 Fibre Underground 


bl7.026Km of 12 Fibre Overhead 
bl196 Shared 
lSpares 


Rack/fram


2 x Joint 
b


EC$


XXX XXX


XXX XXX


XXX XXX


XXX XXX


XXX XXX


XXX XXX


XXX XXX


XXX XXX


XXX XXX


Proportio
of 


Cable/Duc


 
lTerminatio


Charge per 
remaining 


Early Termination 
Ch
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