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Guyana Telephone & Telegraph Company Ltd.

79 Brickdam, Stabroek, Georgetown, Guyana S.A. P.O. Box 10628. www.gtt.co.gy

June 30, 2014

The Hon. (Ret’d) Justice Prem Persaud

Chairman, Public Utilities Commission
298 Church Street, Queenstown, Georgetown

Tariff Notice No. 1/2014

Dear Mr. Chairman,

In compliance with the requirements of subsections 41(1) and 41(2) of the Public Utilities Act of
1999, as amended, and pursuant to Subsection 32(2) and Section 33 of the said Act, GT&T hereby applies
for approval of a tariff regime establishing a change of rates in some instances and new rates in others,
reflecting i} the imperative to rebalance telecom service rates prior to the imminent passage of the new
telecoms law and regulations, and ii) the substantial changes in the telecommunications environment since
the Commission last approved rates in 2002.

Since 2002, GT&T has been subject to material increases in costs and material decreases in
revenues. While GT&T has made significant investments in improving the efficiency of its operations and
delivery of service, its input costs have increased so significantly that they have outstripped these efficiency
gains. This can be clearly seen, for instance, in the greatly increased costs of electricity services, of which
we know the PUC is cognizant, and pure inflationary pressures. GT&T is acutely aware that faced with
these very problems, the electricity and water utilities have managed to secure Commission-approved rate
increases in the intervening twelve years.

Revenues from GT&T’'s international services have decreased substantially and are insufficient to
support the current below-cost rate levels for its domestic services. Under GT&T's current rate structure,
GT&T’s international service revenues subsidize its below-cost domestic rates to keep rates for local
services and domestic calling low. In theory, GT&T is expected to earn adequate revenue from above-cost
international services. However, downward pressures on international collection and settlement rates
have intensified and the volume of outbound international calls has been flat in recent years despite
Commission approved promotional rates much lower than the existing tariffed rates. Indeed, there has
been, and continues to be considerable bypass of both GT&T’s international service facilities and the
international settlement rate system by other providers (e.g., Internet cafés; and leaky PBX, SIM Bank and
over-the-top service providers) all of whom operate without the requirement of the appropriate license.

From a national perspective, there are also strong reasons for the rate changes proposed in this
filing. The prospective passage of the new telecoms law and regulations, designed to introduce full
competition in the provision of telecommunications networks and services, will cause major shifts in
Guyana’s telecoms marketplace. Experience and economic theory caution governments and regulators
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that full and efficient competition cannot occur without rebalancing rates so they are more closely aligned
with costs across all services. For example, the World Bank makes the point as follows:

“Highly distorted tariffs are not sustainable under competition. The high margins of
international service are quickly competed away and the incumbent is increasingly left with
loss-making services. The case for tariff rebalancing thus becomes urgent not only for
economic efficiency, but, primarily, for the incumbent’s financial survival, and to give the new
entrants incentives to invest in a broad spectrum of networks and services, not only in the
overpriced international segment.” (Policy Division, Global ICT Dept., World Bank, Report No.
27671, p. 37)

This rate rebalancing filing is a decisive move in the direction of establishing cost-oriented rates
which will facilitate fair and effective competition and thereby boost the likelihood of success of the new
legislation. Failure to address the rebalancing of GT&T’s service rates would fly in the face of international
experience and would thereby constitute a serious impediment to success of the telecoms sector under the
new framework. Thus, rate rebalancing is critical and the changes proposed in this filing will move GT&T
closer to a full realization of that objective.

The structural changes in the Industry noted above, as well as the substantial increase in costs since
2002, have consistently resulted in GT&T under-earning its rate of return. in addition to the imperative of
rate rebalancing in the face of the looming passage of the new legislation, the Commission has a statutory
obligation to ensure that GT&T’s Commission-approved rates are sufficient to allow the company to
generate the revenue required to earn a minimum rate of return of 15 percent on capital dedicated to
public use. GT&T believes that in the current circumstances, the best way to do this is to initiate the
process of rate rebalancing. The changes proposed in this filing will move GT&T materially cioser to this
objective.

Finally, this filing is underpinned in part by GT&T’s new costing model which was developed by
Analysys Mason, the internationally recognized UK-based consulting firm, which specializes in
telecommunications, technology and media. GT&T commissioned this model to facilitate the Commission’s
understanding of which services are being offered at rates below cost, how the introduction of competition
will compromise GT&T's viability in the absence of rate rebalancing and support the requested rate
increase necessary to make these service prices remunerative. The cost model shows that virtually all rates
for domestic services are below long-run average incremental cost, meaning that the current tariffs will not
permit GT&T to earn a sufficient return at a time when input costs are rising, some revenues are falling
(including the revenues which fund cross-subsidization) and other revenue sources will be substantially
diminished in a competitive environment. As the Commission is aware, the cost model has been shared
with its staff and GT&T took the time to familiarize the Commission’s Senior Financial Analyst with the
model, its workings, and these findings. The proposed rate changes will not only put GT&T’s tariffed rates
in closer alignment with costs, they will allow true competition to develop and also compare favourably
with rates in other Caribbean nations. GT&T asks the Commission to take cognizance of the foregoing
‘issues and expeditiously grant these proposed rate changes and GT&T’s rationalisation request.
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The new and changed rates will take effect 30 days from date of this Notice.

Enclosed with this Notice are:

i) an Explanatory Memorandum which explains the background and purpose of the filing;
ii) a description of the costing model and the results it generates using audited 2011 data, and
i} a tariff Document which details the existing and duly established tariffs, the proposed rate

changes and new rates, and the reasons for the change in rates.

Yours sincerely,

Zorte]

Gene Evelyn
Consultant, Ratemaking & Regulatory Affairs
Guyana Telephone & Telegraph Company, Ltd




General Memorandum

Section 1
Overview of Licensed Telecommunications Provider

1. GT&T is the continuing company which was formed to replace the Guyana Telecommunications
Corporation {“GTC”) after Atlantic Tele-Network (“ATN”) in 1990 entered into an agreement with
the Government of Guyana (“GoG”) to purchase 80 percent of the shares in a new company, the

Guyana Telephone & Telegraph (“GT&T”) which commenced operations on January 28" 1991.

2. Under the License issued to GT&T by the GoG’s representative, the Minister of Communications and
Works, under Section 7 of the Guyana Telecommunications Act of 1990, GT&T was granted, among
other things, the exclusive right to own and operate wireline telecommunications systems and

networks and to provide local telephone services and international voice and data services.

3. GT&T’s License is subject to i} the Telecommunications Act of 1990 (as amended), ii) the Public
Utilities Commission Act of 1990, as amended (“PUC Act”), and iii) the Purchase Agreement

between the GoG and ATN.

4, GT&T's exclusive license recognizes the importance the Government attributed to both broad-based
access to telecommunications services and low local service prices by its conscicus decision to
permit GT&T to subsidize domestic services through higher international rates. In exchange for
GT&T investing in expanding and modernizing the national telecommunications infrastructure,’
Section 33 of the PUC Act and Section 6{9)(b) of the Purchase Agreement stipulate that GT&T is

guaranteed a minimum 15 percent rate of return on capital dedicated to public use.

5. GT&T’s License was granted for a period of 20 years, renewable at its option for a further period of
20 years. it should be noted that while GT&T has publicly expressed support for GoG’s policy to
introduce full competition in the sector, GT&T made application to renew its license and that
application was approved by way of letter dated December 21, 2010 under the same terms and

conditions.

See below “Policy Underlying License and Cross-Subsidization of Domestic Rates.”
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6.

The GoG'’s policy decision to expeditiously introduce and pass new legislation to usher in full
competition in the provision of telecommunications networks and services in Guyana is well
advanced. From all indications, a new telecommunications law is likely to be approved by the
Parliament before August 2014. GT&T understands that technological, regulatory and other
changes in the international telecommunications environment since 1990 might necessitate that its
License be renegotiated and modified. Indeed, currently, ATN/GT&T and GoG are engaged in such

negotiations in light of the prospective legislation.

Assuming that new enabling legislation will be passed shortly, identifying and moving towards cost-
based rates for all services prior to the commencement of a new competitive environment is all the
more important because properly rebalanced rates, which are aligned with costs, is a prerequisite
for accurate economic signaling in an emerging competitive marketplace. In these circumstances,
GT&T considers this rate filing critical to its financial viability going forward and essential to a

rational introduction of competition.’

Moreover, GT&T has not been earning its statutory minimum rate of return. In order to do so,
GT&T's revenues must exceed its costs of providing service, inclusive of all taxation, by an adequate
margin. However, what has been happening in recent years is that GT&T’s costs have increased
significantly and revenues from GT&T’s international long-distance services, especially inbound
international service, have declined significantly. As GT&T’s international long-distance revenues
have fallen so has GT&T’s capacity to cross-subsidize the below-cost domestic services. The
situation is further complicated by the fact that the input costs of GT&T’s domestic services have
increased markedly over the same period but since 2002 GT&T has not had any domestic rate

increases.

The reality described above, coupled with the imminent introduction of full competition, point to

the urgency with which the Commission must act to ensure that both international and domestic

2

The Commission will recall that Government’s document “Reform of the Telecommunications Sector in Guyana,” developed by

Consuitant Hank Intven for the Ministry of Works and Communication, makes this very point as follows: “...rate rebalancing
shouid be implemented as soon as possible, to raise the level of local rates to real economic costs. This reform will provide a
financial incentive to GT&T, and to other service providers that may be licensed in the future, to expand services to all consumers
and businesses that will pay the cost of such expansion. It is proposed that a rate rebalancing plan be developed as part of the
National Telecommunications Policy. The purpose of this plan would be to align local rates more closely to costs, taking into
account benchmark rates for similar countries....” [Reform of the Telecommunications Sector in Guyana, p. 55]
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service rates are rebalanced. With the introduction of full competition in the market looming, it is
particularly important that the Commission act expeditiously to approve this tariff filing as an initial
step in facilitating effective competition within the sector. All stakeholders must recognize that in a

competitive environment, service prices which are below cost cannot be sustained.

Policy Underlying GT&T’s License and Cross-Subsidization of Domestic Rates

10.

11.

12.

In 1990, the GoG took a conscious decision to create a monopoly structure for the provision of
national and international telecommunications services in Guyana. This decision was neither
irrational nor unusual. The GoG recognized that, historically, this structure was used in conjunction
with cross-subsidization to accelerate the expansion and modernization of telecommunications
sectors across the world and to increase access to the network. Thus, Condition 18 of GT&T's
License was written not to disallow cross-subsidization but merely to prevent the licensee from

“unfairly cross-subsidizing” services.

In other words, Guyana’s telecommunications sector was designed to allow international rates to be
set high enough to subsidize domestic rates with a view to making telecommunications services
affordable to greatest degree possible to all Guyanese consumers. This was a fairly typical
construct in similar markets where high-margin long distance service subsidized high cost local
service and allowed the regulated entity to earn a guaranteed rate of return, thus insuring that the

objectives of the national telecommunications policy were achieved.

In order for this framework to work, in the face of cost increases, rates would have to increase. The
framework is not sustainable in conditions where the rates for the subsidized service, here domestic
services, cannot be raised in the face of rising costs and other circumstances are reducing the net
revenues on the subsidizing international services. That is exactly what has been happening with

GT&T over the past dozen years.

Developments since the Late 1990s Threaten the Sustainability of GT&T Rates

13.

Over the period 1997-2002, GT&T engaged in a series of applications seeking increases in its
domestic and international rates. These filings sought to keep pace with developments affecting

GT&T's costs of providing service and changes in international settlement rates while ensuring that
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14.

15.

16.

GT&T earned its revenue requirement or close to it. GT&T’s last comprehensive rate increase

application was granted over 12 years ago.

On December 31% 1997, GT&T filed an application with the Commission seeking increases in local
and international rates. This filing was suspended by way of Order dated January 6™ 1998.
Thereafter, based on hearings on January 26" 1998, the Commission issued Order #1 of 1998
approving temporary increases in rates for the regulated wire line services normally covered in

GT&T's filings.

After a number of proceedings in the following four years, on December 19" 2001, the Commission
made permanent the temporary rates approved in Order #1of 1998 with effect from March 27
1998. As part of these proceedings, the Commission determined, despite GT&T’s disagreement,
that cellular operation (revenues and expenditures) should be included in the filing and that, in the
calculation of the average base rate, i) Franchise Assets be eliminated from the Test Year, ii) the
allowance for working capital be reduced to G51 billion, iii) debt service reserves be removed in the

determination of the rate base, and iv) Advisory Fees be disallowed as a rate making expense.’

GT&T next submitted a rate filing on December 31* 2001, essentially to recoup revenues it
anticipated losing consequent upon the United States Federal Communications Commission (“FCC”)
action to mandate that US-based international carriers were forbidden to pay GT&T settlement
rates in excess of US 23 cents per minute by January 1* 2002. This filing was also intended to
commence the process of rate rebalancing by taking a small first step toward bringing both
domestic and international rates closer to cost-based rates thereby reducing the need for cross-
subsidization of local services. During the hearings, the Commission requested that GT&T make a
number of adjustments to GT&T’s cost of service projections. In particular, the Commission

requested:

Although GT&T does not agree with these actions, it reminds the Commission of them for purposes of demonstrating

that, despite these adjustments to the rate base, whatever their merits were over twelve years ago, GT&T has applied these to
its current analysis and stifl under earns today. (The Commission in 2001 asserted that even if all US Administrations had
reduced GT&T's settlement rates to US$0.65 per minute, at the approved temporary rates GT&T — subseguently made
permanent — GT&T would still have earned a minimum of 15 percent rate of return. That conclusion, whatever its merits might
have been in 2001, is unfounded today.
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17.

e the removal of the franchise right asset (mischaracterized as “goodwill” } from the cost of

service,
e the removal of the amortization expenses related to the franchise asset from the cost of service,

e the removal of all Advisory Fees from the cost of service
e the removal of interest bearing accounts (other assets) from the rate base,

¢ a significant reduction in working capital, arguing that GT&T should use 15 day of operating
expenses including interest or should produce a full lead-lag study to justify any alternative
approach,

® the removal of increases in plant and accumulated depreciation which resulted from GT&T’s
revaluation of GT&T’s assets in 1998, and

e the removal of depreciation expense that represents the increased depreciation for the revalued
assets.

In Order #1 of 2002 dated February 18" 2002 the Commission approved temporary rates for GT&T
as follows:

e There would be one peak period (6 am to 6 pm Mondays through Fridays} and one off-peak
period (6 pm to 6 am Mondays through Fridays and all weekends and Public Holidays)

¢ For all international destinations except the USA and the UK, the existing peak period collection
charge shall remain in effect and the temporary off-peak collection charge shall be the previous
First Off-Peak rate,

e Forthe USA and UK, the temporary pre-tax peak rate was established at G$100 and G$136 per
minute, respectively and the pre-tax off-peak rate G590 and G$123 per minute, respectively.

e With respect to local rates, the intra-exchange calls, the pre-tax peak and off-peak rates were
set at G50.60 and GS$0.30, respectively

e With respect to inter-exchange calls, the pre-tax rates ranged from peak rate of G$3.00 to
GS$7.00, per minute and off-peak rates of G$2.00 to GS$5.00, per minute.

e Residential line rental was set at GS500 per month for the first and second and G$750 per
month for the third and any subsequent line,

¢ Business line rental was set at G$1,500 per month for the first four lines.

s All other rates remained unchanged.
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18.

These new temporary rates became effective on February 1% 2002. GT&T has not had any rate
increases approved in the intervening twelve-plus years.

Developments Impacting the Rationality of GT&T Rates since February 2002

19.

20.

2001

The years between 2002 and 2014 saw numerous developments which served to erode the real
value of the rates approved in February 2002 and the return which GT&T is guaranteed on its capital
dedicated to service provision. With each passing year, GT&T faced increased challenges to earning
its revenue requirement. While GT&T has kept domestic rates steady since 2002, costs have
increased tremendously and downward pressure on international rates has been strong. Although
depreciation of the Guyana Dollar against the United States Dollar has been modest in the past
decade (at least as compared to prior periods), within Guyana there has been significant inflation
over past 10-12 years. With no rate increase since 2002, the current domestic rates are now
materially below relevant costs. Thus, a rate filing at this juncture is more than justified, even if

excluding the urgent need for rate rebalancing prior to the advent of full competition.

Two developments which adversely impact the cost of service the Company observes keenly are
depreciation of the Guyana Dollar (against the United States Dollar} and the rate of inflation. Over
the period 2001-2013 the GYD:USD exchange rate was significantly more stable than the previous
decade. Table 1 shows the exchange rate movement over the period. Over the past 12 years, there
was a material, yet relatively modest at least as compared to prior periods, 9% percent depreciation
in the Guyana Dollar against the United States Dollar. However, It should be noted that within the
last 7 months there has been much more volatility in exchange rates and we have noted that during
the first and second quarters of 2014, the United States dollar was trading for as much as G$213.75,

indicating significant weakening of the Guyana dollar in 2014.

Table 1 Historical Guyana Dollar to US Dollar Exchange Rate

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

189.5

191.8 194.3 199.8 200.3 201.0 2035 2053 203.3 203.5 203.8 204.5 206.3

Source: Bank of Guyana Statistical Abstract

21.

On the inflation front however, Guyana’s performance was much worse. Inflation has had a

substantial impact on our costs. Price inflation caused input prices to rise and thus increased the
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company’s expenses on raw materials, supplies and wages. The inflation which the Guyana

economy experienced over the period 2001-2013 is shown in Table 2 below.

Table 2 Guyana inflation Since 2001

QLD SERIES ENDED AT DECEMBER 31, 2009 (Base Year 1194} Cum Annual

2001 2002 2003 2004 2005 2006 2007 2008 2009 Change Rate

Georgetown CPI 166 176 134 194 210 219 250 266 276 67% 6.6%
NEW SERIES COMMENCED January 1, 2010 Cum Annual

Dec-09 Dec-10 Dec-1l Dec-12 Dec-13 Change Rate

All Items 100.0 104.4 107.9 1116 112.6 13% 3.0%

Source: Guyana Bureau of Statistics

22.

23.

As a company which is regulated on the basis of rate of return, GT&T is especially sensitive to the
impact of high inflation and requires that additional revenues be generated to maintain, expand and
upgrade the network dedicated to public use. If there is inflation in the price of inputs and no
means by which to increase rates, as has been the case since 2002, then GT&T falls further from
generating adequate earnings to maintain the network and provide basic dial tone services. Asis
clear from Table 2, since our last rate increase, the overall effect of inflation has increased our
costs by 87%’ for goods and services procured in Guyana. We take the position that if rate setting
takes little or no cognizance of price inflation then the rates set can at some point actually become
confiscatory. A good example of the impact of inflation on the Company would be an examination

of the impact of electricity and diesel prices over the period 2003 to 2011.

Whereas GPL supplies electricity to a relatively small urban and suburban area along the coast,
GT&T’s operations are spread across the country. Further, GPL's operations demonstrate critical
weaknesses: technical losses continue to hover around 14 percent of gross generation, commercial
losses are estimated at 18 percent of gross generation, and quality of service remains low. These
factors, together with the high cost of generation and already high tariffs place tremendous burdens
on industrial consumers, many of whom have opted to be off the grid. These entities are unlikely to
return unless GPL’s output becomes of suitable quality relative to cost. Thus, by way of example, in

2005 GT&T’s electricity bill averaged around G$38.7 million per month; by 2012 the average

4

If one normalizes for the change in data series effectuated as of 2009, the overall increase in CPI from 2001-2013 is 87.4%.
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montbhly bill had more than doubled to around G$78 million per month. Moreover, the average

electricity consumer suffers in excess of 120 power outages per year.

24. Given the skyrocketing costs, limited footprint and questionable reliability of the national power
company, GT&T is forced to operate 151 generators {(whose capacities range from 15 to 1,400 kva)
across the 10 Administrative Regions. This reality means that the Company’s performance is
sensitive to changes in fuel (diesel) prices. The chart below shows the movement in the price of

diesel over the period 2006 — 2012.

Figure 1 Diesel Fuel Price June-06 to Aug-12

Price Per Litre
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25. The data shows a 66.4 percentage increase in diesel prices over the period under observation.
Practically, what this means is that while GT&T has had no rate increases over the period, the price

of this specific critical input (by way of example) has increased inexorably and significantly.
The Experiences of Other Utilities Since 2002

26. Over this very same period the public utilities in the water and power sectors both enjoyed multiple
rates increases, allowing them to have their rates better keep pace with rising costs. Guyana Water
Inc. (“GWI”) was granted rate increases in 2005 of 10 percent on the 2003 unmetered rate and 5
percent on the metered rate, effective July 1% 2005. Later, in Order 5 of 2006, the Commission
approved new fixed charges for domestic and non-domestic customers and a host of ancillary

charges for connection, reconnection and tampering. Then, on 10™ June 2012, after hearings in
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27.

28,

29,

response to GWI’s Tariff Harmonization filing dated October 31% 2012 for adjustments to existing
tariff bands, the introduction of new tariff bands, introduction of a fixed charge, increases in
ancillary charges and the introduction of new ones, and the introduction of a security deposit, the
Commission approved rates which became effective July 1% 2013. Indeed, even as this filing
document was being prepared in early 2014, it was our understanding that GWI had submitted yet

another rate application to the Commission.

The Commission in both Orders #3 of 2005 and #2 of 2013 appears to suggest that it shares the view
that approved rates of a regulated rate of return utility should cover the cost of the services

provided. The Commission made the following statement:

“The current tariff table has in excess of twenty different rate schedules, none of
apparently developed the objective of making consumer prices cover the costs of
supply.....What is urgently needed is the development of a rational tariff schedule.”

In the case of the power utility, Guyana Power and Light (“GPL") secured rate increases effective
January 1% 2008 by way of paragraph 12 of the First Schedule of the Electricity Sector Reform Act
No. 11 of 1999. GPL had threatened another rate increase in 2013. While this increase was put on

hold by the President, the Electricity Act makes ample provision for GPL to adjust its rates upwards.

GTE&T seeks to end this disparate treatment relative to other utilities and to bring its rates close to
cost-based levels, just as other utilities have been able to do over the period when GT&T's rates

have been static.

Rationale for the Proposed Rate Changes

30. The proposed rate changes with this tariff filing seek to restore some semblance of cost-based rates

that will move GT&T closer to recovery of its guaranteed rate of return. We thus encourage the
Commission in its deliberations to focus on the adequacy of the rate of return allowed and the rates
which underpin that return, with a view to ensuring that:
i)  service rates are sufficiently reflective of underlying service costs, so that efficient consumer-
usage of services is encouraged,
ii)  prices which are fair, in the sense that they allow the company not only to acquire new and

potentially more efficient technologies but also to recover its costs,
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iii}  service rates are stable and predictable enough for consumers to plan their utility
expenditures, and
iv)  the rate of return is sufficient for the Company to attract capital, so that the Commission can

be assured that an adequate level of service is available to customers.

31. Based on the PUC Act, when establishing rates for GT&T’s services, the Commission has an
obligation to consider the interests of both the company and the consumers. In fact, Section 32(2)

of the Act specifically stipulates that:

“In determining the rate a public utility may charge for any service provided by it, the
Commission shall have regard to consumer interest and investor interest and to the rate of
return obtained in other enterprises having commensurate risks, provision of safe and
adequate service at reasonable costs, and to ensuring the financial integrity of the
company.”
32. In other words, enshrined in the Act is GT&T’s entitlement to rates which are sufficiently adequate
to cover the total cost of providing the service and to ensure a sufficient return on the capital
dedicated to public use. As noted earlier, Section 33 of the Act, as well as section 6(9)(b) of the

ATN-GoG Purchase Agreement, establish 15 percent as the minimum rate of return to which GT&T

is entitled.

33. Thus, the rates and charges which are proposed in this filing are cognizant of and based upon the
determination of the Company’s revenue requirement, which is defined as the total revenues
necessary to recover prudent investment and reasonable and necessary costs and to earn a fair
profit. The general formula for establishing the revenue requirement is: the sum of the allowed
rate of return times the applicable rate base, plus applicable operating expenses (including

depreciation, income taxes and other operating taxes).

34. The cost data which supports the determination of the revenue requirement is set out below in the
last sub-part of this section. Briefly, the costing model uses the period January 1, 2011 to December
31 2011 as the test year. The appropriate levels of rates and charges are determined based on the
calculated revenue requirement in conjunction with forecasts of demand for the various classes of
regulated services (i.e., local services, international outbound services and domestic usage-sensitive

services).
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35. To arrive at the proposed rates and charges, we have followed two well established regulatory

principles:

i)  Asfarasis reasonably possible, each regulated service should be priced to reflect the

resources necessary for the provision of said service;

i)  Services should be priced to recover the company’s operating expenses and allowable rate

of return.

36. While GT&T seeks to move its revenues closer to the allowed rate of return there is a far greater
need to rationalize our current tariff structure. Up until this time GT&T has been essentially cross-
subsidizing, i.e., using its international rates to subsidize local rates. Historically, this is a practice
that has been followed by most if not all teléphone companies in emerging or less than perfectly
competitive environments. However, as explained below, there is already downward pressure on
GT&T's international revenues which will only increase with the introduction of full competition.
Thus, both international and domestic rates need to migrate closer to being set on a cost basis,
because a competitive environment will drive them closer to cost regardless, and the historic

subsidy of local services rates by international rates needs to be reduced and eventually eliminated.

37. The monthly rental {access) charge for both residential and business customers need to be adjusted
upwards. Table 3 below shows how GT&T’s current residential recurring monthly access charge
stacks up against those of our sister companies in the region. While we do not have comparable
numbers for recurring monthly rental charges that businesses face in the region, by extrapolating
from the residential rates that are available to us, we are sure that these rates are all well in excess

of the US $7.43 per month paid by Guyanese businesses.
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38.

39.

Table 3 Comparison of Guyana Residential Line Rental to Other Caribbean Countries

Monthly Rental Ratio to Current

Jurisdiction US dollar equivalent Guyana Rate
Cayman Islands 18.30 7.4
Trinidad & Tobago 17.45 7.0

St. Lucia 11.24 4.5
Dominica 10.20 4.1

St. Vincent/Grenadines 8.80 3.5

Belize 10.10 4.1
Guyana 2.48

Our service installation charges also pose a challenge for the Company. Currently, residential and
business customers pay the equivalent of US $2.48 and US $7.43 respectively for service installation.
While we do not have comparable numbers for all the various jurisdictions in the region, a survey of
available information reveals that these rates are well in excess of ours. For example, in Belize the
residential installation charge is approximately USS$ 50. The currently approved installation charges
may have been justifiable when GT&T, as a consequence of public policy directives, was engaged in
a massive build-out telecommunications facilities to increase penetration of basic telephony to as
much of the population as economically feasible. That rationale is far weaker today as our line
growth has diminished dramatically, and Cellular service is almost universaily available by both

GT&T and a competing operator.

GT&T's domestic local (intra-exchange) and long-distance (inter-exchange) rates must also be
addressed urgently. These are loss-making services because the currently approved domestic rates
were set well below cost and have remained there even as operating costs have risen dramatically.
Admittedly, the comparison of these rates across countries is not straightforward [or as instructive],
in part because of differing land masses and differing local exchange sizes, both of which have

implication for transmission costs which tend to be distance-sensitive.

Introduction to the Costing Model

40. Recognizing that the Commission would require GT&T to demonstrate that some of its services are

priced below cost and fully understanding that eventually Guyana’s telecommunications sector
would be opened to full competition, GT&T in 2010 commissioned the highly-reputable

international consulting firm Analysys Mason to develop a cost model that:
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41.

i)  provides a systematic approach to the allocation of revenues, costs and capital investment
to services,
ii) allows for deep insights into the business,
iii) supports Management and regulatory decision-making,
iv}  allows for easy updating, routine maintenance and refinement of elements (e.g., Routing
factors),

v)  provides results which can be easily understood and reconciled with the audited accounts.

The following subsections provide further details on the Analysys Mason costing model and the
conclusions the Commission should draw from it regarding the non-cost-based rates of GT&T and

the current shortfall in meeting its revenue requirement.

LRAIC Model Background

42,

43,

Analysys Mason was selected because the company is a leader in the worldwide provision of
consulting services in the telecommunications, media and technology sectors. The firm has
distinguished itself in such areas as the formulation of telecoms, media and regulatory policy, the
provision of regulatory advice to operators, regulators and governments, development and analysis

of regulatory accounts, and local loop unbundling.

GT&T was especially impressed by Mason’s expertise and demonstrated competencies in the areas
of regulatory pricing, costing and building cost models in evolving telecommunications markets.
Analyses Mason was tasked with building a Long-Run Average Incremental Cost (“LRAIC") cost
model. The LRAIC model uses the same approach as the more familiar Fully Allocated Costing
(“FAC”) models in terms of driving costs to services using allocation drivers. However, the LRAIC
model utilizes both historic and current cost accounting, the latter to provide a forward-looking
perspective which reflects changing asset prices over time. Also, although costing models do not
generally speak to revenues, GT&T instructed that its model be developed to accommodate
revenues because it is important that our model be able to point to loss-making services and the

degree to which GT&T is under earning.

. The model and its working manual were shared with the Commission and GT&T representatives met

with the Commission’s Financial Analyst to explain how the model works.
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45, Analysys Mason has advised that the GT&T LRAIC model is suitable for the Guyana regulatory
environment and, since it includes revenues, is capable of gauging the magnitude of the cross-
subsidy of domestic services by the international telephony business as well as the shortfall in GT&T
earning its revenue requirement under the guaranteed rate of return. in other words, the model is
capable of supporting the process of rate rebalancing in this market. This ought to be important to
both GT&T and the Commission since both entities ought to be interested in rate rebalancing:
GT&T because rates which do not cover costs are unsustainable in a competitive environment; the

Commission because rebalancing before the introduction of competition is in the public interest.

46. The cost model, which has been populated with GT&T’s financial information for the financial year

ending December 31% 2011, has already been provided to the Commission.

GT&T Rate Base and Revenue Requirement

47. It is important to note that in our development of the applicable test year rate base we have
attempted to faithfully follow the Commission’s rulings over the years and to take cognizance of all
of the Commission’s guidance. in particular, we have done the following:®

i) Eliminated franchise assets from the test year rate base. {We would note that GT&T
disagreed with this Ruling and that subsequent revisions of international Accounting
Standards (both IFRS and GAAP)} would support our position regard the treatment of
Intangible Assets.]

ii)  Kept the depreciation rates which the Commission approved.

iii)  Refrained from including Advisory Fees as an expense for ratemaking purposes. [it should be
noted that we have done this for this exercise only and do not concede that Advisory Fees
should be removed from the rate base or otherwise accounted for in any manner other than
that which we have consistently utilized since being licensed.]

iv)  Refrained from a revaluation of assets as a consequence of Currency devaluation.

48, Our detailed computation of the company’s test year rate base is self-explanatory. In Table 6 below
we have presented a summary of the rate base computation, based on the methodology

recommended by the Commission over the years.

® See PUC Orders Nos. 7 of 2001; 1 of 2002,
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Table 4 Rate Base Summary (USD)°

Line Componeints Source Start Test Year Ending Test Year
1 Avg. Property, Plant & Equip. {net) 75,689,000 83,094,966
2 Avg. Franchise Rights {net) g 3,776,239 3,689,845
3 Avg. Materials & Supplies =2 3,365,871 4,268,870
4 Avg. Prepayments < 1,099,394 1,200,133
5 Avg. Working Capital % 11,918,504 13,872,311
6 Avg. Other Non-current Assets g 54,235,165 46,672,884
7 Avg. Customer Deposits {deduct) a. {3,471,090) (3,690,460)
3 Avg. Deferred Income Taxes (deduct) (14,356,239) (14,442,673)
9 Avg. Rate Base {Incl. Franchise Rights) 132,256,844 134,665,876
10 Avg. Rate Base (Excl. Franchise Rights) Ln.9—Ln 2 128,480,605 130,976,031

49. On this rate base valued at roughly US $131 million, GT&T is entitled to earn a 15 percent rate of
return. However, as the summary in Table 7 below shows, in the test year GT&T earned a mere 8.6
percent, equivalent to US $11.3 million. This implies a shortfall of US $8.4 million.

Table 5 GT&T Test Year Earnings

Line Components Source End Test Year Data
1 Avg. Rate Base (Excl. Franchise Rights) 130,976,031
2 Allowed rate of Return on Rate Base 15%
3 Allowed Return on Rate Base lnixln2 19,646,405
4 Actual (Annualized) Return on Rate Base Schedule 1 11,294,088
5 Under Earning in Test Year ln3-Ln4 -8,397,316
6 Actual Return on Test Year Rate Base Schedule 1 8.59%

50. GT&T is under earning because the company is failing to generate the volume of revenues required
(especially in international service categories). GT&T’s revenue requirement is summarized in Table
8 below. The data shows that whereas GT&T’s revenue requirement is in excess of US $148 million,
GT&T’s actual (annualized) revenues earned in the test year amount to US $84.9 million, resulting in
a revenue shortfall of US $63.4 million. In other words, GT&T requires a 74.6 percent revenue

increase to achieve a 15% rate of return.

® The rate base is the gross value of the company’s assets, minus accumulated depreciation. Cost of capital is also calied the
allowed rate of return and is the interest that the company pays on its debt plus the return it must provide to shareholders to
ensure they continue to invest in the company
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Table 6 Revenue Requirement & Shortfall

Line Components Source Test Year Data
1 Revenue Requirement Schedule 1 148,286,230
2 Actual {(Annualized) Revenues Earned Schedule 1 84,905,353
3 Revenue Shortfall {To be made up) Schedule 1 63,380,877
4 Percentage Revenue Increase Required Ln3/in2 74.60%

Other Notable LRAIC Model Results Using 2011 Data

51. The outputs of the model include, inter alia, unit cost calculations and disaggregated margins for the
retail services and allow us to gauge the magnitude of the cross-subsidy required from the
international business to sustain domestic services. Further, insofar as the model disaggregates
network costs from costs associated with the provision of retail services, the model aids our

understanding of the pricing of interconnection.

52. The model output is unambiguous on the issue of cross-subsidy. It demonstrates that with the
existing structure of prices, fixed domestic voice services ({local and local long-distance calls) in 2011
incurred a loss of some G$32 million while fixed calls to the two mobile networks accounted for a

total loss of some G$138 million.

53. The heavy losses on fixed to mobile calls can be traced to the artificially low fixed origination rate of
G512 per minute ordered by the Commission. Given that the Commission approved a mobile
termination rate of G514 per minute, effectively, on fixed-to-mobile calls GT&T incurs a non-

reimbursed loss of G$2 per minute.

54. On the access front, the costing model shows that in 2011 GT&T lost some G$2.8 billion in the
provision of access to some 153,000 customers. The wireless local loop networks are also loss
makers, as was the provision of dial-up Internet service (which GT&T has since ceased to offer)

which incurred a loss of some G$567 million in 2011.

Falling International Revenues Cannot Effectively Cross-Subsidize Domestic Rates

55. As shown above, GT&T’s domestic loss-making services (access, installation, local metered and
domestic toll calls) are priced substantially below industry norm in the region, and are sustained

with funds from the dwindling margins generated by the international business: fixed network
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56.

57.

58.

59,

international inbound and outbound calls, international inbound and outbound calls on GT&T’s
mobile network and international inbound and outbound calls on Digicel’s mobile network.
However, the revenues from international services have been insufficient to provide the intended
cross-subsidy of domestic rates and are even less likely to do so given that full competition will soon

be introduced in the market.

Because of the availability of numerous close substitutes, the price elasticity of demand for
international call origination is high. Two such substitutes are i) the use of the Over-the-Top
services such as Skype, Vonage, Face Time, etc., and ii) the use of local bypass facilities. There is no
evidence anywhere that bypass disappears with the introduction of competition. Indeed, it is likely

that the advent of full competition will exert even further downward pressure on GT&T revenues.

GT&T recognizes that the introduction of full competition into Guyana telecommunications market
is inevitable. The GoG has concluded that globalization, the revolution in Information and
Communications Technologies (“ICTs”) and the signing of the General Agreement on Trade in
Services (“GATS”) have ushered in a new era for telecommunications. The new telecoms paradigm
adopted by GoG posits that full competition in the provision of telecommunications services is
imperative for realization of affordable international calling rates as well as for attracting

international investment, increasing efficiency and promoting growth.

Unfortunately, subsidizing some services with revenues from others, which is the framework
established by the GoG in the GT&T License granted in 1990 and under which GT&T operates today,
is completely incompatible with a competitive environment. This presents an additional
justification (in addition to the need to allow GT&T to earn its revenue requirement in the face of
declining international rates and traffic volumes) as discussed earlier, to orient both domestic and
international telecommunications service rates to costs. This action must be taken before the

introduction of full competition in the sector.

After full competition is ushered in, GT&T will likely lose all of the revenue it currently generates
from international inbound and outbound calls originating or terminating on Digicel’s network,
assuming that it concurrently receives an international license as currently contemplated. In 2011,

these revenues amounted to some G$1.2 billion. We know for certain that after the introduction of
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competition the volume of international traffic handled by GT&T will further decline, regardless of
price elasticity effects, pushing GT&T even further away from the ability to earn its revenue
requirement if domestic rates are not increased to cover GT&T’s costs of providing those services.
Thus, prior to the introduction of competition, GT&T, needs to have the rates for these services
oriented towards the underlying costs of providing the services. Loss-making domestic services

cannot be maintained in a competitive environment.

60. As Table 5 below shows, over the period 2009 to 2013, even though revenues from our
international telephony business continued to fall consequent upon the inexorable reductions in
international settlement rates and increases in “grey” and bypass traffic, revenues from the

provision of these services still constitute an unacceptably large percentage of total revenues.

Table 7 Service Contributions to Total Revenue

2009 2010 2011 2012
Service $s % $s % $s % $s %
Local exchange 7,749,054 43% 8,127,070 48% 8,704,297 50% 8,068,310 45%
international long-distance inbound 5,482,063 31% 4,027,199 24% 3,601,531 21% 3,797,341 21%
Internationa! long-distance outbound 2,483,577 14% 2,014,650 12% 1,798,782 10% 1,814,714 10%
Other 2,111,866 12% 2,743,730 16% 3,300,986 19% 4,274,049 24%
Total 17,826,560 100% 16,912,649  100% 17,405,587  100% 17,954,414  100%

Requirement for Rate Rebalancing

61. There is ample empirical evidence to demonstrate that failure to rebalance rates prior to the advent
of full competition could conceivably result in the failure of substantial portions of the telecoms
sector. New entrants will find it most attractive to enter a market where margins are greatest (e.g.,
international calling) as is already evident here in Guyana. In addition, failure to rebalance GT&T's
service rates before the advent of full competition would compromise the Company’s financial
viability and threaten the existence of the PSTN. Equally important, is the fact that above-cost
prices (e.g., for outbound international calls) would encourage entry by high cost operators and
below-cost prices would discourage the entry of low-cost operators. Absent rate rebalancing before
the passage of legislation to introduce further competition, the competition objective of the GoG
would be jeopardized because the unbalanced prices would provide distorted market signals and

result in inefficient market entry.
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62. GT&T cannot operate in a competitive environment with the service rates it currently has and rates
need to be adjusted with a view to ensuring that, at a minimum, the company i) that the marginal
revenue on all services is at least equal to its marginal costs ii) remains financially viable in the new
competitive environment, after a considerable amount of international traffic would have been lost
to other international telephony providers and international settlement rates would have fallen
further, and iii) earns the 15 percent rate of return to which it is entitled. Aithough we have sought

to demonstrate that GT&T’s service rates should be aligned with the underlying service costs prior

to the introduction of competition and that the new Draft Telecoms Act speaks to cost-based

service rates, the requirement that GT&T should be allowed to earn its guaranteed rate of return is

reason enough to adjust the rates as proposed in this filing (and detailed in the next section).

63. As alluded to throughout, the movement to cost-oriented pricing is referred to as “rate
rebalancing.” According to the World Bank, orienting telecommunications service rates to the
underlying service costs is required when a regulator seeks to increase economic efficiency or when
an incumbent provider {like GT&T) is about to face competition from new entrants. This latter point
is emphasized by the World Trade Organization (“WTO"). While the Draft Telecoms Act does not
use the term rate rebalancing, it rightly makes clear that all service prices should be cost-oriented or
otherwise “rates rationalised.” Our commissioning of Analysys Mason to develop a LRAIC model,
consistent with the Commission’s counsel over the years, was intended to assist the Commission in

the deliberations it will need to undertake to address this rate rebalancing filing.

64. Notably, in all jurisdictions in the Caribbean where Governments have taken action to introduce full
competition in the telecommunications sector, rate rebalancing was undertaken first. Invariably,
this process has resulted in an increase in line rental (access) charges, local metered calling and
domestic toll rates, and a reduction in international long distance rates. This is what GT&T proposes

herein.

65. GT&T is not unmindful of the political sensitivity to rate rebalancing. But the fact is that any rate
increase, however small, will be unpopular. While consumers have paid comparatively little for
domestic services over the past decade since the last rate adjustment, we are keenly aware that any
increase will most directly affect those with the least ability to pay. However, it is important that

Government, the Regulator and all stakeholders understand the myriad consequences of failure to
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rebalance rates prior to the introduction of competition. Having studied the new Draft
Telecommunications Act and Regulations, we have noted that while the documents do not mention
the concept of rate rebalancing, they do stipulate that the Commission should have a predilection to

moving all operators offering telecom services to cost-oriented rates.

66. The Commission’s obligations in this regard are well articulated in section 14 of the Draft Pricing
(Telecommunications) Regulations as follows:

“Cost-oriented pricing.

14. (1) Subject to the pricing methodologies provided for in the Schedules
and the other provisions of these Regulations, the Commission may,
in any instance in which it establishes a price regulation regime,
develop, prescribe and apply the methodologies, which may include
benchmarking and network modeling, that operators and service
providers shall apply to determine and demonstrate that they are
providing specified telecommunications services on a cost-oriented
basis.

(2)  Cost-oriented pricing determined and demonstrated under these
Regulations shall be based on charges equal to the long-run
incremental cost of an efficient operator or service provider, as the
case may be, plus, if applicable, an appropriate portion of shared and
common costs, for the relevant telecommunications services.”
{emphasis supplied)

67. That the new Draft Telecommunications Act and Regulations should take this position is hardly
surprising. As far back as August 2001, the Study entitled “Reform of the Telecommunications
Sector in Guyana,” undertaken by Consultant Hank Intven on behalf of the Office of the Prime
Minister and Minister of Public Works and Communications, concluded that the preferred option
for the reform of the telecommunications sector comprises rate rebalancing, opening all markets to
competition in an orderly fashion, the introduction of incentive regulation, and the establishment of

a universal access program. All of these components of the reform program are enshrined in the

Draft Act and Regulations.’

7 GT&T does not necessarily agree with all the provisions enshrined in the Draft Act and Regulations and recently has offered its

point of view and comments to the Select Committee.
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Section 2 -- Specifics on Proposed rates

Rates and Proposals Regarding International Calls

International Qutbound Voice Service

68.

69

70.

Beginning with the FCC’s implementation of a glide path to lower international settlement rates and
its endorsement of least cost routing of international traffic, GT&T’s international telephony
business began to falter. These developments, in conjunction with i) the fierce competition GT&T
faces from the so-called Over-the-Top (“OTT”) operators {e.g., Skype, Vonage, Google, etc.)?, ii) the
uncontrolled and unregulated expansion in the Internet café business, and iii) multiple variants of
inbound and outbound bypass of GT&T’s international gateway that remain unchecked, have served

to seriously undermine GT&T’s international traffic minutes and revenues.

. Thus, as can be seen from Figure 2, between January 2006 and August 2013, international inbound

minutes fell 55.1 percent from 14.0 million to 6.3 million and the total minutes handled (inbound
plus outbound) fell by 42.3 percent from 16.3 million to 9.4 million. International outbound
minutes is the only category which showed an increase (34.2 percent), moving from 2.3 million to
3.1 million. The overall impact of these developments is that GT&T’s revenues from its international
telephony business fell by 57.4 percent over the period, moving from G$708.4 million to G$301.6
million. As was explained earlier, going forward in a competitive environment these traffic and
revenue numbers can be expected to decline even further, in part because GT&T will lose all the
minutes and revenues associated with international inbound and outbound calls handled other

operators granted international licenses.

Notwithstanding the anticipated decline in the volume of international traffic that GT&T will handle
post liberalization due to new entrants, the very introduction of competition will place downward
pressure on both outbound collection charges and international settlement rates. Recognizing this,

GT&T believes it is advisable to take action now to begin the reduction of collection charges with a

8 In recent testimony before the United States Congress, Verizon’s General Counsel, Michael Woods, stated
»_...telecommunications networks are evolving beyond traditional switched telephony. Voice over Internet Protocol {VolP)
technologies handle voice traffic over the Internet {as opposed to the public switched telephone networks) and already account
for a substantial portion of voice traffic. Even more dramatic has been the rise of “over-the-top” applications that use peer to
peer or other technologies to establish direct connections between users over the Internet. In 2012, one such application
accounted for 34% of all international voice calling minutes “ [emphasis supplied].
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view to bringing them closer to the cost associated with the origination of an outbound

international call.

Figure 2 Decline in International Traffic 2006-2012
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71. There are two international telephony initiatives which GT&T would wish to have approved by way
of this filing. These are:
a. Significantly reduce international collection rates.

b. Quote collection charges on a per minute basis but bill international calls on a one second

increment rather than a 1 minute increment.

72. As the Commission is aware, since early 2010 GTT has been operating with promotional rates to all
international destinations. As noted above, outbound traffic has increased substantially, however

the increase in traffic has in no way been adequate to offset the effect of lowered rates.
73. We would make the following observations:
i) Roughly 15 countries, including the USA, the UK and Canada account for some 97 percent of

GT&T's outbound international traffic.

ii) With regards the reduction in international collection rates, it needs to be observed that GT&T’s
LRAIC model does not possess the granularity that would allow us to estimate the all-in cost

associated with originating international calls to the various destinations. Thus, to set cost-
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i)

oriented outbound international collection charges in a prospective competitive environment,
we have looked at our direct costs ({those amounts paid, by destination, to international carriers
for call termination) and we have compared our prospective rates to the operators across the
Caribbean where competition has already been introduced and cost-oriented tariffs approved.
Our reasoning here is that in regards to indirect or allocated costs, while labour rates will tend to
be lower in Guyana vis-a-vis other operators in the Caribbean, these are offset by higher costs
associated with Guyana’'s size {e.g., Guyana is roughly 20 times the size of Jamaica), its low
population density, geographic isolation and GTT’s greater network footprint, much in distant

interior areas, all of which result in substantially higher unit costs for connectivity and circuits.

In addition to the foregoing factors, two other items are noted as having changed since the
Commission last approved outbound collection rates. First, formerly a tax surcharge was
imposed on all outbound international calls, which has been replaced by VAT. Second, the
market for termination of international traffic has changed dramatically. Mobile carriers exist in
almost every jurisdiction, and almost universally, termination rates for mobile carriers are higher
than rates for termination to fixed line operators. Because mobile termination rates are set by
any number of operators in any given jurisdiction, there are, quite literally, thousands of rates
{direct costs to GT&T) which need to be analyzed in computing margins and ultimately, domestic

retail rates.

In regards to the latter, we considered a rate structure that incorporated these differences.
Taken to its logical conclusion, rather than two rates (peak and off peak) by country destination,
we would require a minimum of 6 rates by destination — fixed, mobile and “other” by peak and
off peak. The complexity of that analysis is substantial. While such a structure would allow that
adequate margin is generated on every call, we determined that {a) the confusion to customers
in the near term would outweigh the benefits given that there will be substantial consumer
confusion already immediately after liberalization and (b} alternatively, in the short term, we
could derive a rate that was a fair compromise. In other words, for the consumer calling a fixed
destination the rate may be slightly higher than could be, but if calling a mobile destination, the

rate is lower than it should be.
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v)

vi)

We also considered abandoning rates by country and moving to zone pricing. After much
analysis, we determined that the simplicity did not translate into consumer benefit. Certainly
we could construct rates, by zone, that ensured adequate margin based on our current
understanding of the distribution of traffic and calling patterns of Guyana consumers. We
concluded however that there would be more losers than winners, simply because consumers
do not call zones, they call people. Post liberalization, depending upon how the market adapts,
we may reconsider this decision, but if so, it will be based on targeted and specific plans that
consumers will have the option to choose, or not choose, based on their specific calling patterns

and circumstances,

Finally, we considered abandoning the peak, off-peak differential. Historically, there was both
an engineering and a cost rationale (supply-related issues) in addition to demand issues which
strongly urged a peak off-peak distinction. Today, the supply issues have less weight since the
bandwidth required to transport and terminate (as function of the bit rate) an international long
distance call is small relative to the bandwidth required for internet access and other data
services. However, an off peak differential still has the effect of incenting marginal calling, i.e.,
calls that would not be made if the rate is too high. Thus, a single rate is perhaps slightly less
than a peak rate, but substantially more than an off peak rake. Businesses would prefer the
slightly lower single rate to the detriment of residential consumers who prefer the flexibility of
the lower off peak rate for discretionary calls. We lean here on the side of residential
consumers, since communications is a requirement of business. Post liberalization, the market
may force the elimination of a peak, off peak differential, but for now we deem that the
consumer and this Commission would be best served by maintaining the structure that has been

in place since 1991.

74. Table 8 below shows the current outbound international call rates of operators across the

Caribbean. Table 9 shows the rates we are proposing to our principal call destinations, as compared

to current Commission approved rates {(non-promotional) to these destinations. In only two cases,

the rates to Antigua and the off-peak rates to St. Vincent and St. Lucia, are we proposing an

increase. These two anomalies are due to the aforementioned high mobile termination rates. Our
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rate reductions are being proposed despite the effects of historical and ongoing inflation in Guyana

and ongoing depreciation of the Guyana dollar against the major international currencies.

75. Table 10 shows a selection of rates to other prominent international destinations; the full list is
attached as Exhibit 8. Overall, in only 4 cases have peak rates increased and in only twenty cases
have off-peak rates increased. However, most of these increases are for destinations which do not
feature prominently in the calling patterns of Guyanese consumers. Rate reductions are generally in
the range of 50-60%. While the rate reductions are dramatic and substantial as compared to
existing tariffed rates, in general they are in keeping with the average retail cost (excluding taxes)
for a 3 minute call as based upon the promotional rates currently in place and approved by the

Commission. Thus, we anticipate that these rates will be both traffic and revenue neutral.

Table 8 Caribbean Comparative International Calling Rates

US/UK/Canada Rest-of-the-World
Country Operator Peak Off-Peak Peak Off-peak
. Lime 34.85 34.85 120.95 120.95
lamaica -
Digicel 20.50 20.50 51.25 51.25
Barbados Lime 127.10 94.30 157.85 127.10
Digicel 94.30 67.65 209.10 155.80
. Lime 98.40 71.75 98.40 98.40
St. Lucia . |
Digicel 108.65 79.95 112.75 108.65 |
Dominica Lime 93.40 71.75 98.40 98.40
Digicel 86.10 86.10 143.50 108.65
. TSTT 41.00 30.75 84.05 59.45
Trinidad & Tobago Digicel 41.00 32.80 79.95 63.55
Cayman Islands Lime 92.25 79.95 161.95 125.05
Digicel 88.15 63.55 125.05 88.15
Lime 51.25 41.00 92.25 82.00
BVI Digicel 61.50 51.25 92.25 82.00
. Lime 112.75 82.00 135.30 73.80
Antigua & Barbuda Digicel 114.80 84.05 133.25 98.40
. . Lime 114.80 82.00 114.80 114.80
St. Vincent & the Grenadines Digicel 143.50 86.10 143.50 86.10
Suriname Digicel 57.40 57.40 114.80 114.80
Curacao Digicel 112.75 112.75 268.55 268.55
Bermuda Digicel 153.75 153.75 153.75 153.75

Rates Normalized ot GYD:USD 205:1
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Table 9 Selection of Proposed Rates — Most Calied Destinations

PEAK OFF PEAK

Rates Change in Rate Rates Change in Rate
Destination C-Code Old New $s % Old New Ss %
Antigua 1268 72.24 34 11.76 16% 50.57 67 16.43 32%
Barbados 1246 72.24 72 (0.24) 0% 50.57 S0 {0.57) -1%
Bermuda 1441 101.41 91 (10.41) -10% 70.99 61 (9.99) -14%
British Virgin Islands 1284 248.17 88 (160.17} -65% 173.72 74 (99.72) -57%
Canada 1 134.50 a0 (44.50) -33% 94.15 75 (19.15} -20%
Cayman Islands 1345 102.34 85 (17.34) -17% 71.64 56 (15.64} -22%
Dominica 1767 112.49 95 (17.49) -16% 78.74 73 (5.74) -7%
Jamaica 1876 130.59 86 (44.59) -34% 91.41 63 (28.41}) -31%
Netherlands Antilles 599 264.72 105 (159.72) -60% 185.30 86 {99.30) -54%
St. Lucia 1758 91.68 89 (2.68) -3% 64.18 71 6.82 11%
St. Vincent 1784 91.68 91 {0.68) -1% 64.18 73 8.82 14%
Suriname 597 139.84 78 (61.84) -44% 97.89 62 {35.89) -37%
Trinidad 1868 72.24 72 {0.24) 0% 50.57 50 {0.57) -1%
United Kingdom 44 136.00 95 (41.00) -30% 123.00 81 {42.00) -34%
USA {48 Contiguous States) 1 100.00 85 {15.000 -15% 90.00 70 (20.00) -22%

Table 10 Other Representative ILD OB Rates

PEAK OFF PEAK

Rates Change in Rate Rates Change in Rate
Destination C-Code Old New $s % Old New Ss %
Australia 61 281.73 105 (176.73) -63% 197.21 83 (114.21) -58%
Brazil 55 271.68 112 (159.68) -59% 190.18 88 (102.18} -54%
China 86 473,75 110 {363.75) -77% 331.63 90 (241.63) -73%
Egypt 20 500.96 149 {351.96) -70% 350.67 126 (224.67) -64%
France 33 342.24 118 {224.24) -66% 23557 98 {141.57) -59%
Germany 49 329.38 113 {216.38) -66% 230.56 95 {135.56) -59%
India a1 317.30 110 {207.30) -65% 22211 [0 {132.11) -59%
Indonesia 62 42554 144 (281.54) -66% 297.88 118 (175.88)  -60%
Japan 81 442.56 110 (332.56) -75% 309.79 90 {2159.79) -71%
Pakistan 92 421.26 147 (274.26) -65% 294.88 119 {175.88) -60%
Russia 7 343.15 116 (227.15) -66% 240,21 94 {146.21) -61%
South Africa 27 399.70 129 {270.70) -68% 279.79 109 {170.79) -61%
Taiwan 886 546.18 115 {431.18} -79% 382.32 92 (290.32) -76%

76. GT&T believes that any further reductions in outbound collection rates call will have to be
introduced post liberalization when it will be possible to create targeted calling plans for businesses

and consumers, after sufficient data is available to assess how the market is evolving.

77. As we have done in previous rate filings, we would caution the Commission that excessively low
international collection charges can be a "double-edged sword.” GT&T has had the experience
before where extremely low collection charges relative to those abroad have resulted in large call
volumes out of Guyana and a drastic reduction in inbound traffic as consumers (both Guyanese

consumers and their Diaspora correspondents) will choose the least expensive carrier, and person
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to pay for a call. While we wish to make international calling as affordable as possible, the fact is
that international inbound calls have far greater margins associated thereto and are at zero cost to
the Guyanese consumer. GT&T itself can do nothing to affect the retail rate to call Guyana charged
by international carriers and foreign telecommunications administrations. To the extent that the
revenue from inbound calling drops, not only does this have a direct and serious impact on GT&T's
convertible currency position but also impacts on the country as a whole since GT&T must convert
Guyanese dollars to convertible (hard) currencies to pay for capital equipment and other
international services. As GT&T generates less hard currency revenue, and converts more Guyanese
dollars to hard currencies, it will put downward pressure on GYD value relative to readily
convertible currencies like the United States dollar. We recognize that currency exchange rates are
not within the Commission's purview or concern, but would request that it be mindful of some of
the implications of telecoms operators in Guyana earning significantly less convertible currencies in

a competitive environment.

Page 30



International Inbound Voice Service

78.

79.

With regards international inbound service GT&T is not in a position to act unilaterally. In our
twenty-three years of experience, foreign carriers do not pass through cost reductions to their
customers in the form of lower retail rates for calling Guyana. For example, in the United States,
Verizon’s “basic” rate to call Guyana is US $6.12 or G$1279 per minute. Verizon's basic rate has not
gone down; it has gone up in the past decade despite lower, FCC-mandated, rates US carriers are
“allowed” to pay. US consumers can buy down that rate to US $0.48 per minute {approximately
G5100) by subscribing to an international calling plan with a minimum charge of US $5.00 per
month (G$1025). Thus even by subscribing to a calling plan, Verizon’s rate to call Guyana equals
GT&T’s exiting tariffed rate to call the US, and is higher again when the subscription fee is included,
and much higher than GT&T’s effective promotional rate for a 3 minute call to the US. AT&T is no
different; its “basic” rate is US $5.00 and its lowest rate under a subscription plan is US 0.84 or GYD
175. The current FCC “ceiling” that may be paid by US carrier for calls terminating in Guyana is US
23 cents per minute. Our average collection rate for inbound traffic is below that number and

continually trending lower.

The introduction of competition for international inbound service will not improve the current
situation. In fact, it is possible, and arguably likely, that international inbound rates will fall to a
fraction above cost as new international licensees attempt to capture this high margin traffic
thinking it is essentially free money, with little direct costs associated thereto. However, the
Commission can expect that GT&T, and Digicel, will match the new entrants offered rates, in part
because it is their customers’ service to which the calls are terminated and in part because in a
competitive environment that is what operators do. Thus, it is reasonable to foresee a situation
whereby all carriers will engage in a mutually destructive price war for inbound traffic which will not
benefit Guyanese consumers in the slightest because foreign carriers will see their profits jump,
and given their historical behaviours, will not pass along costs savings to Diaspora consumers
residing in other countries. Moreover, local Guyanese consumers will actually be harmed because
all domestic carriers will see this high margin revenue stream evaporate, and thus costs will have

to be made up by way of higher local retail service rates.
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80. Put simply, in GT&T’s considered view inbound international long distance service appears to be
one area where nothing good will result for Guyana and Guyanese consumers unless the

Commission acts to forestall the near inevitability of inbound rates falling to just above direct costs.

81. In the circumstances, GTT proposes that, at minimum, the Commission take the following two

actions:

a. Adopt a rule setting a floor international termination rate for Guyana (at or just under US 18
cents per minute) as a counter-balance to the United States Federal Communications

Commission’s mandated ceiling of US 23 cents a minute.

b. Adopt a rule requiring all carriers with an international license to provide a quarterly report
to the Commission detailing total international traffic and revenue. This is would be a single
page report and thus the regulatory burden would be miniscule. At present, GTT already
provides such data to the Commission and will continue to do so. It is also urged that the
traffic aspect of each report be deemed public not subject to a claim of proprietary

information privilege.

Rates and Proposals Regarding Domestic Services

82. We are aware from the running of the LRAIC model that the company needs to make up the amount
of G59,154 which it loses per line, per year. We propose that this amount be made up based on
justifiable increases in the rates associated with wire line installation, monthly line rental, local calls
and domestic long-distance (toll) calls, all activities associated with wire line customer requests
{e.g., moving service to new address, installation of additional jacks, etc), and the rates charged for

existing and new wire line features.

83. With regards currently approved rates and charges, residential customers pay a service installation
fee of GS500 for the first two main lines and G$2,000 on additional lines requested. Businesses pay
(51,500 for the first four main lines and G$6,000 thereafter. For monthly rental (access),
businesses pay G$1,500 per month for each of the first four main lines and G$4,000 per month for
each subsequent line. Residential customers pay G$500 per month for each of their first two main

lines and G5$1,000 per month for each subsequent line. Local calls are priced at G$0.30 per minute
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(off-peak) and G$0.60 per minute (peak). Inter-exchange calls are priced at between G$2.00 per
minute (off-peak) and G$7.50 per minute (peak). Those wireline features which are currently sold
have various approved rates. None of these rates and charges reflects the cost of providing the

respective services and therefore must be increased to reflect the underlying cost.

Installation Charges for Basic Dial Tone Services

84.

85.

With regards wire line service installation, we estimate this cost comes in at around US $70 per line.
If we were to exclude this cost associated with the customer premises equipment which under our
current license we must provide, the cost drops to roughly US $57 or G511,700. However, GT&T
believes that a full and immediate price increase to fully recover the installation cost may be
deemed unnecessarily burdensome. In the circumstances, we propose that each business
installation be priced at G$6,000 and each residential installation be priced at G52,000. These are,
in fact, the current Commission approved charges that business and residential customer currently

pay for the instailation of their fifth and third lines, respectively.

Insofar as the installation charge will remain below cost despite our proposed increases, GT&T
would be amenable to a time-bound agreement for making up the difference. We do believe,
however, that within a 12-month period the approved charge should reflect the estimated cost of
service installation. Further, we are discussing with Government the eliminating the requirement
that GTT provide for and maintain internal wiring and customer premises equipment. These

initiatives can significantly reduce the installation cost.
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Table 11 Installation Cost

Unit Total

item Qty Unit Cost UsD GYD
Telephone Instrument {CPE} 1 13.50 13.50 2,822
Modular Jack RI11 1 0.08 0.08 17
Internal Wire 25 feet 0.04 0.95 199
Staples T18 : 25 0.03 0.65 135
Protector 1 5.99 5.99 1,251
Screws 3 0.01 0.03 6
Ground Wire 20 feet 0.03 0.58 121
Ground Wire Clips 5 0.06 0.31 65
Ground Rod 3/8 X5 1 1.65 1.65 344
Ground Rod Clamp 3/8 1 0.60 0.60 125
Drop Wire 300 feet 0.10 30.60 6,395
Drop Wire Clamps 6 0.28 1.70 355
House Ram Head Hook 1 0.11 011 22
‘J Hook 4 0.17 0.68 142
‘S’ Clamp 1 0.61 0.61 127
‘E’ Clamp 3 0.06 0.19 39
Tacks 5 0.01 0.05 10

Subtotal 58.26 12,176
Labour-Inside & Qutside 3.75 784
Overhead (tools/transport/etc) 3.00 1,672

Grand Total 70.01 14,632

Monthly Rental {Dial Tone Access} Charges

86. The access network connects the customers to the PSTN and, by extension, to international
networks. GT&T’s access network is predominantly twisted copper pairs from the user’s instrument
to a local switch. The main cost components of the access network are local switching facilities and
remotes, copper local loops and construction work related to the laying or stringing of feeder
cables. The access network is, by far, the most expensive part of the PSTN and as a rule of thumb
accounts for between one-third and one-half of the network costs. it is important to remember
that once the access network investments are made in a given area, revenues and profit must be
generated through the provision of services to customers located there since it is impossible to
physically move these investments to other geographic areas, regardless of how profitable those
other areas might be. In fact, a similar analysis supported GT&T’s request for approval of a pre-paid

wire line service. We explained to the Commission then that given the volume of wireline services
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87.

88.

that our customers were giving up, this represented a significant loss to GT&T since the plant is

already rolled out and cannot be relocated.

At the end of 2011, GT&T had 152,590 access lines in operation. The distribution of these main
lines between business and residential customers was as follows: 34,291 business lines and 118,299
residential lines. Business customers pay an access charge of G$1,500 (US $7.32) per month and
residential customers pay G$500 (US $2.44) per month. There can be no question that these
charges are well below costs. For example, we are aware that these charges are well below the
cost-based rates established by the FCC for the largest and most efficient providers of telephone
service in rural America. Insofar as the average FCC rate amounts to US $32.75 per month, GT&T
business access charge is more than four times less than the FCC average and the residential charge
is more than 13 times less than that average, even though GT&T does not enjoy the economies of
scale as those large, efficient American carriers, and the equipment comprising the network costs

the same, regardless of one’s location worldwide.

If we assume, for sake of argument, that GT&T’s access cost is equivalent to the FCC's cost-based
average cost of US $32.78 per month then, based on our access charges, GT&T is losing an
estimated US $25.46 per month on each business line and US $30.34 per month on each residential
line. This would mean that, as shown in Table 12 below, GT&T annual access cost exceeds its annual
access revenues by approximately US $53.6 million or roughly GYD $11 billion. This loss cannot be
sustained going forward into competitive environment.

Table 12 2011 Estimated Loss on Access {In USD)

EOP 2011 Monthly Annual
Lines Rev/Line Cost/Line Loss/Line Total Loss Total Loss
Residential 118,299 2.44 32.78 25.46 3,589,192 43,070,304
Business 34,291 732 32.78 30.34 873,049 10,476,588
Total 152,590 4,462,241 53,546,886
89. Given these circumstances, GT&T proposes a 100 percent increase in both the residential and

business access charge. We are proposing lesser increases for customers subscribing to multiple
lines exceeding a given threshold at a specific geographic location. As we have noted throughout

this document, access (rental) rates are artificially low as a matter of policy, and since our last rate
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increase domestic inflation alone (Table 2) has increased our direct costs for goods and services

procured in Guyana by over 87%.

Table 13 Proposed Dial Tone Monthly Rental (Access) Rates

Residential Business
1-2 Lines Greater than 2 Lines 1-4 Lines Greater than 4 lines
Current 500 1,000 1,500 4,000
Proposed 1,000 1,500 3,000 4,500
90. Through there are few business requiring more than 4 access line per location, there are a sufficient

91.

amount that we propose a tariffed rate for PRI channelized E1 service. A channelized E1 is a digital
carrier modulation method in which an E1 line is divided into 30 channels, each having a maximum
data speed of 64 thousand bits per second (Kbps) (equivalent to a digitized voice grade circuit) and
each capable of supporting a unique application that can run concurrently with, but independently
of, other applications on different channels. Channelized digital services require additional
equipment at the customer location and the installation requirements are more sophisticated than
that of a typical analogue line installation. Heretofore, all tariffed pricing is essentially month to
month, however businesses have both a greater expectation of payment and an expectation of
continuity. Hence we are proposing discounts to the monthly price to the extent that customers
wish to contractually obligate to a longer term agreement. This service will not be offered on a

month to month basis.

Table 14 Proposed Channelized E1 Rates

Term
1 Year 2 Year 3 Year
Installation - NRC /1 20,000 20,000 20,000
Equipment - NRC /1 102,500 76,875 51,250
Rental {access) -MRC /2 135,000 114,750 94,500

1. NRC = Up front non-recusring charge

2. MRC = monthly recurring charge
On the access charge front, while our proposal will move the access charge rate closer to cost, the
increases will not be sufficient. However, we note that the drafters of the Telecoms Bill have
contemplated the possibility of empowering the Commission i) to determine whether there is a

difference between an operator’s total cost of providing facilities, networks or services and the
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revenues derived by such operator from providing these, and if so, to determine whether and to
what extent to levy a charge on other operators to compensate for such a deficit,® GT&T would like
to explore with the Commission, in addition to its rate proposals, the likelihood of implementing a
access deficit charge *° to be paid by other licensed telecoms operators for use of GT&T’s network.

This is a normal construct worldwide in liberalizing markets.

Intra and Inter Exchange Metered Rates

92. Table 15 shows our proposal for changes in domestic local and toll metered charges. Forintra
exchange calling, rates are increased by 67%. For domestic toll, the rate increase is only 20% for

Zones A-C, and no change for Zone D.

93. Going forward, intra and inter-exchange calls will be billed as follows: the first minute or any

fraction thereof will be billed per minute; subsequent minutes on the same call will be billed per

second.
Table 15 Current and Proposed Domestic Metered Rates
Current Proposed
Peak Off Peak Peak Off Peak
Intra-exchange $0.60 $0.30 $1.00 $0.50
Inter-exchange - Zone A $3.00 $52.00 $3.60 $2.40
Inter-exchange - Zone B $4.00 $3.00 $4.80 $3.60
Inter-exchange - Zone C $5.00 $4.00 $6.00 54.80
Inter-exchange - Zone D $7.00 $5.00 no change no change

Fixed-to-Mobile Rates

94. After the Commission approved the most recent GT&T-Digicel Interconnection Agreement, GT&T
wrote the Commission pointing out that insofar as the new Agreement established a mobile

termination rate of G514 per minute, the prevailing fixed-to-mobile rate would result in the

® See Draft Telecoms Bill 2012, sections 39{b) and (c).

0 An access deficit arise when an operator's average access charges (line rental and connection) are not set high enough to

cover the long-run average incremental cost (LRAIC) of providing an access service, Access deficits are prevalent in many
countries and are justified on the grounds that a policy of not charging for the full cost of gaining access to the network is aimed
at ensuring universal access with all its associated benefits.
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company subsidizing all fixed-to-mobile calis in the amount of G$4 per minute. Consequently, in its
Order No. 1 of 2010, the Commission approved a fixed-to-mobile rate of G$12/minute.
Notwithstanding the fact that GT&T continues to subsidize all fixed-to-mobile calls in the amount of

GS2 per minute, it does not propose a change at this time.

Switched Wire Line Feature Rates

95. The wire line features which GT&T has the technical capability to provide to residential and business
customers are shown in Exhibit 4. Basically, we are proposing roughly a 40 percent increase in all of
these rates. Note too that there are wire line features for which we never sought rates before, in
part because these features were never activated in the switch. However, we intend to monetize ail
of the wire line features on the switch as we move into a competitive environment. We propose,
therefore, to sell any of the new features to residential customers at G$300 each per month and
businesses at G420 per month each. However, we are also proposing that three and more
features be deemed a “Features Bundle” and that business or residential customers purchasing

three or more features be given a discount as follows:
i) 3 features will attract a discount of 20 percent on each feature
i) 4 features will attract a 25 percent discount on each feature

iii) 5 and more features will attract a 30 percent discount on each feature.

96. Exhibit 5 and 7 shows proposed rates for other switched services, and miscellaneous non-recurring
charges. We propose a 50 percent increase in switched services rates for both business and

residential customers as well as a 50 percent increase of “Other Miscellaneous Charges.”

National Directory Assistance Call Rate

97. GT&T proposes to charge customers a flat rate of G$162 per call for use of its National Directory
Assistance (NDA) service. Our proposal is based on the fact that NDA calls require roughly the same
amount of resources and activities as an Operator-assisted Person-to-Person or an Operator-
assisted Station-to-Station call for which we propose to charge a similar rate. Note that GT&T's
Operators will only provide one search per call. This is akin to the price and functionality associated

with similar services in other countries in the region.
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Affordability and Universal Service

98. Currently, all wire line customers pay the same rates for calls, except that businesses pay more than
residential customers for access and installation. However, GT&T is mindfu! of the fact that after
rates are rebalanced, some customers may face affordability challenges. GT&T is taking that under
consideration. GT&T has no incentive to price customers off of the network or to create cost
barriers to traditional landline dial tone service. As such GT&T is examining how best to create an
even more affordable landline package(s) which it will propose to the Commission at a later date.
Therefore, this rebalancing exercise is not a singular effort and the PUC can expect additional
requests for consultation resulting in either further revision of rates, until all our services are no
longer subsidized or priced below cost, or in the alternative, a mechanism is put in place for dealing

with such helow cost services.
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Exhibits

Exhbit 1

Tarriff 01/2014

Instalation Charge per Dial Tone Access Line

GYD

Residential 2,000

Business 6,000

Exhbit 2
Tarriff 01/2014
Manthly Rentai (Dial Tione Access) Charge

Description GYD

Residential 1-2 lines 1,000

Residential Greater than 2 lines 1,500

Business 1-4 lines 4,000

Business Greater than 4 lines 4,500

Exhbit 3
Tarriff 01/2014
Intra and Inter Metered Call Rates
GYD
Peak Off Peak

Intra-exchange $1.00 $0.50
Inter-exchange - Zone A $3.60 $2.40
inter-exchange - Zone B 54.80 $3.60
Inter-exchange - Zone C $6.00 54.80
Inter-exchange - Zone D 5$7.00 $5.00

Note: First minute and any fraction thereoff bilfed as a whole minute,

2nd minute and theefter billed by second.




Exhibits

Exhibit 4

Tariff 01/2014
Wireline - Switched Features
Monthly Recurring Charges

MRC
Feature Residential Business
Wake Up Call 5400 5450
Speed Calling {Long) $300
Call Waiting 5200 5420
3-Way Calling 5300 $450
Call Forwarding {Fixed) $300 5450
Delayed Call Forwarding $300 5450
Voicemail $200 5450
CallerID $450 $450
Call Forward Universal $300 $420
Cali Forward Do Not Answer (forwarded after "N" rings) $300 5420
Call Forward Busy $300 5420
Call Forward Simultaneous $300 $420
Calling Name Delivery $300 $420
Ring Again $300 $420
Make Set Busy $300 $420
Calling Line Flash {Malicious Trace Prompt) $300 5420
Directory Number Hunt $300 $420
Cut Off on Disconnection $300 5420
Exhibit 5
Tariff 01/2014
Miscellaneous Non Recurring Charges (GYD)
Service Charge Per Event
Programme Charge $280
Record Change $200
Observed Line (Per Call Trace) $450
Activate Observed Line {Call Trace) $450
Special Bill; Bill Copy (Charge Per Page) 5500
Reconnection Fee $1,400




Exhibits

Exhibit 6

Tariff 01/2014
Operator Assistance

Service

Charge Per Call

Station-to-Station Assistance Surcharge {Per Call)
Person-to-Person Assistance Surcharge (Per Call)
Domestic Directory Assistance (Per Call)

5162
5162
$162

Exhibit 7

Tariff 01/2014
Directory Charges

Service

Charge Per Service

Non-Published Number {Suppressed)
Additional White Pages Listing

$400
S400
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Exhibit 8
Tariff 01/2014
Standard International Toll Rates
Rates shown do not include VAT
PEAK OFF PEAK
Rates Change in Rate Rates Change in Rate
Destination C-Code Oid New $s % Old New $s %
Afghanistan 93 500.90 240 {260.90) -52% 350.63 155 {155.63) -44%
Alaska 1 267.70 120 (147.70) -55% 187.39 96 {9139} -49%
Albania 355 189.14 145 {a4.14) -23% 132.40 112 {20.40) -15%
- Algeria 213 441.33 194 {247.33) -56% 308.93 159 (145.93) -49%
American Samoa 1684 189.14 80 (99.14) -52% 132.40 73 (59.40) -45%
Andorra 376 349.52 158 {191.52) -55% 244.66 i32 {112.66} -46%
Angola 244 363.15 180 {183.15) -50% 254.21 14e {108.21) -43%
Anguilla 1264 91.68 84 (7.68) -8% ©4.18 56 (8.18) -13%
Antarctica (Australia External Territories) 672 1,000 1,000
Antigua 1268 72.24 B84 11.76 16% 50.57 &7 16.43 32%
Argentina 54 344.59 142 {202.59) -59% 241.21 121 {120.21) -50%
Armenia 374 381.12 158 (223.12) 59% 266.78 132 (t34.78) -51%
Aruba 297 147.76 103 {44.76) -30% 103.43 81 {22.43) -22%
Ascension Island 247 439.42 326 {113.42) -26% 307.60 264 {43.60) -14%
Australia 61 281.73 105 {176.73) -63% 197.21 83 {114.21} ~58%
Australia External Territaries - other 672 300 240
Australia Satellite Mobile 61 450 450
Austria 43 351.15 129 (222.15) £3% 24581 103 {142.81) -58%
Azerbaijan 994 344.77 185 [159.77) -46% 241.34 150 {91.34) -38%
Bahamas 1242 345.33 105 (240.33) -70% 241.73 85 (156.73) -65%
Bahrain 973 336.57 159 {177.57) -53% 235,60 131 (104.60} -44%
Bangladesh 280 437.79 165 {272.79) -62% 306.45 132 [174.45) -57%
Barbados 1246 72.24 72 {0.24) 0% 50.57 50 {0.57) -1%
Belarus 375 343.15 147 {196.15) -57% 24020 125 {115.20) -48%
Belgium 32 365.74 126 (243.74) -66% 258,82 101 {157.82) -61%
Belize 501 328.18 169 [159.18) -45% 229.72 134 (95.72) -42%
Benin 229 416.54 205 (211.54) -51% 251.58 163 (128.58) -44%
Sermuda 1441 101.41 51 {10.41} -10% 7099 61 {5.99) -14%
Bhutan 975 270.18 174 {96.18) -36% 189.12 137 {52.12) -28%
Bolivia 591 417.52 159 {258.52) -2% 292.26 137 {155.26) -53%
Bosnia and Herzegovina 387 371.59 158 {213.59) -57% 240.20 132 (108.20} -45%
Botswana 267 378.94 133 {195.94) -52% 265.26 148 {11726} -44%
Brazil 55 27168 112 {159.68) -55% 150.18 88 {102.18) -54%
British Virgin Islands 1284 248.17 838 {160.17) -65% 173.72 74 (99.72) -57%
Brunei 673 405.10 187 (208.10) -51% 283.57 158 (125.57) -44%
Bulgaria 359 379.11 180 [199.11) -53% 265.38 147 {118.38) -45%
Burkina Faso 226 439.42 221 (218.42) ~50% 307.60 177 {130.60) -42%
Burundi 57 416.54 196 {220.54} -53% 291.58 157 {134.58) -46%
Cambodia 855 378.94 174 {204.54} -54% 265.26 143 {122.2¢6) -45%
Cameroon 237 416.54 210 (206.54) -50% 291.58 167 (124.58) -43%
Canada 1 134.50 26 (44.50) -33% 94.15 75 (19.15) -20%
Lape Verde islands 238 445.28 237 {208.28) -a7% 311.69 139 {122.69) -39%
Cayman Islands 1345 102.34 85 {17.34) -17% 71.64 56 (15.64) -22%
Central African Republic 236 416.54 265 (151.54) -36% 291.58 212 (79.58) 27%
Chad 235 416.54 207 {209.54) -50% 251.58 165 {126.58) -43%
Chile 56 304.02 132 {172.02} -57% 212.81 106 (106.81) -50%
China 85 473.75 110 {363.75} ~17% 331.63 90 {241.63) -73%
Colembia 57 306.24 127 {179.24} -59% 214.37 103 {112.37) -52%
Comaros 269 416.54 231 {185.54} -45% 291.58 184 {107.58) -37%
Conga 242 435.50 214 {225.50) 51% 307.65 172 {135.65) -44%
Caok Islands 682 189.14 189 {0.14} 0% 132.40 152 19.60 15%
Costa Rica 506 266.98 126 {140.98) -53% 186.88 103 (83.88) -45%
Croatia 385 371.5% 143 (228.59) -62% 260.11 116 {144.11) -55%
Cuba 53 3B86.46 238 {128.45) -35% 256.52 202 {54.52) -21%
Cyprus 357 266.15 141 {125.15) -47% 186.30 114 (7230 -39%
Czech Republic 420 386,02 135 {251.02} -65% 270.21 113 (157.21) -58%
Dem Rep Of Conge 243 483.42 264 (215.42) -45% 175.00 198 19.00 11%
Denmark 45 378.78 126 (252.78) -67% 265.15 100 {165.15) -62%
Diego Garcia 246 290 230
Cjibouti 253 270.18 218 {52.18} -19% 189.12 175 {14.12} -7%
Dominica 1767 112.49 a5 {17.49) -16% 78.74 73 (5.74) -7%
Dominicar: Republic 1 330.72 103 (227.72) -69% 231.50 87 [144.50) -62%




Exhibit 8
Tariff 01/2014
Standard international Toll Rates
Rates shown do not include VAT
PEAK OFF PEAK
Rates Change in Rate Rates Change in Rate

Destination C-Code Old New $s % old New $s %
East Yimor 670 425.54 307 {118.54) -28% 262.97 243 {19.97) -8%
Ecuador 553 329.70 135 {194.70) -59% 23079 115 (115.79) -50%
Egypt 20 500.96 149 {351.96} ~70% 350,67 126 (224.67) -64%
El Salvador 503 455.01 188 {267.01} -59% 318,51 149 (169.51) -53%
Equatorial Guinea 240 27018 177 {93.18) -34% 18912 144 (45.12) -24%
Eritrea 291 379.07 203 (176.07) -46% 265.35 162 {103.35) -39%
Estonia 372 381.12 205 (176.12) -46% 266.78 167 {99.78) -37%
Ethiopia 251 553.49 277 (276.49) -50% 387.44 222 {165.44) -43%
Faerce Islands 298 302.11 158 [144.11) -48% 211.48 125 {36.48} -41%
Falkland Islands 500 490.10 388 {102.10) -21% 343.07 307 {36.07} -11%
Fij 679 302.11 186 {116.11) -38% 211.48 150 (61.48) -29%
Finland 358 357.69 132 {225.69) -63% 250.38 107 {143.38) -57%
France 33 342,24 118 {224.24} -66% 239.57 98 {141.57) -59%
French Guiana 594 249.80 132 {117.80) -A47% 174.86 106 (68.86) -39%
French Polynesia 589 303.75 177 {126.75) -42% 21262 144 (68.62) -32%
Gabon 241 367.50 207 (i60.50) -44% 257.25 163 [92.25) -36%
Gambia 220 418.17 223 (195.17) -47% 292.72 179 {113.72) -39%
Georgia 995 344.77 180 (184.77) -54% 241.34 132 (10%.34) -45%
Germany 49 32938 113 (216.38) -66% 230.56 95 (135.56) -59%
Ghana 233 412.05 150 {222.05} -54% 288.43 155 (133.43) -46%
Gibraltar 350 334.81 146 {188.81} -56% 23436 123 [111.36) -48%
Global Mobile 881 - General 881 900 900

Global Mobile 881 - Globalstar 881 700 700

Glebal Mebile 881 - Iridium 231 850 850

Greece 30 427.36 142 (285.36) -67% 299.15 1138 {181.15} -61%
Greenland 289 343.15 207 (136.15) -a0% 240.20 185 {75.20} -31%
Grenada 1473 9168 87 {4.68) -5% 64.18 &6 182 3%
Guadeloupe 590 112.49 57 {15.49) -14% 78.74 78 {0.74} 1%
Guam 1671 302.11 131 {171.11) -57% 211.48 105 {106.48) -50%
Guantanamo Bay 53 160 130

Guatemala 502 428.48 161 {267.48} -52% 239.94 130 (169.94) -57%
Guinea 224 419.81 225 {194.81) -46% 293.87 180 {113.87) -39%
Guinea Bissau 245 419.81 256 {163.81) -39% 293,87 204 189.87) -31%
Haiti 509 341.86 105 (236.86) -69% 239.30 80 {149.30} -62%
Hawaii 1 226.35 100 (126.35) -56% 158.45 80 {78.45} -50%
Honduras 504 372.24 144 (228.24) -61% 260.57 118 £142.57) -55%
Hong Keng 852 28845 110 (178.45) -62% 201.81 80 {111.93) -55%
Hungary 16 367.50 146 {221.50) -60% 257.25 123 (134.25) -52%
Iceland 354 313.56 139 {174.56} -56% 21949 111 {108.49) -43%
India g1 317.30 110 {207.30} -65% 22211 50 {132.11) -59%
Indonesia 62 42554 134 {281.54} -66% 297.88 118 [179.88) -60%
Inmarsat 870 373.00 1473 1,100.00 2595% 363.00 1,473 1,110.60 306%
Intl Networks 882 - Emsat 882 800 300

Intl Networks 882 - GNS 882 700 700

Intl Networks 882 - Jasper 882 975 975

Intl Networks 882 - lersey Teiecom 882 1,250 1,250

Int] Netwerks 882 - Maritime Comm Part 282 500 500

Intl Networks 882 - Next Gen. Net 882 200 200

Intl Networks 882 - Next Gen, Net |l 882 200 200

Ittl Networks 882 - Oration Tech Network 882 750 750

Int! Networks 882 - Thuraya 882 450 450

Intl Networks 882 - Unspecified 882 950 950

Intl Networks 883 - Voxbone 883 775 775

Iran 98 37567 176 (19967} -53% 26297 143 {119.97) -45%
Irag 564 383.85 179 {204.85) -53% 268.69 145 (123.69) -46%
Ireland 353 418.78 129 {289.78) -69% 293.15 105 (188.15) -64%
Israei 972 411.54 116 {295.54) -72% 28808 91 {197.08} -68%
Jtaly 39 421,14 126 (295.14) -70% 294.80 102 {192.80) -65%
Ivory Coast 225 463.23 237 (226.23) -49% 32426 189 {135.26) -42%
Jamaica 876 130.59 B6 (44.59} -34% 91.41 63 {28.41) -31%
lapan 81 44256 110 (332.56) -75% 309.79 90 (219.79) 71%
lordan 962 37240 168 {204.40) -55% 260,68 138 {122.68} -47%




Exhibit 8
Tariff 01/2014
Standard Internationat Toll Rates
Rates shown do not include VAT
PEAK OFF PEAK
Rates Change in Rate Rates Change in Rate

Destination C-Code Old New $s % Old New $s %
Kazakhstan 7 344.77 175 [169.77) -49% 241.34 14z {99.34) -41%
Kenya 254 302.48 166 {136.48) -45% 211.74 135 {76.74) -36%
Kiribati 686 302.11 251 (51.11) -17% 211.48 201 {10.48) -5%
Kuwait 965 367.50 175 {192.50) -53% 257.25 143 {114.25) -44%
Kyrgyzstan 996 343.15 173 {170.15} -50% 240.20 136 {104.20) -43%
Laos 856 591.45 206 {385.45) -65% 41401 163 {25101} -61%
Latvia 371 922,60 214 {708.60) By 3 545.82 179 (466.82} -72%
Lebanon 961 457.06 180 (277.08) “61% 319.54 144 {175.94) -55%
Lesotho 266 257.98 155 {102.98) -40% 130.58 125 {55.58) -31%
Liberia 231 459,91 279 (220.91) -44% 349.94 222 (127.94) -37%
Libya 218 358.68 211 (147.68) -41% 251.08 189 {82.08) -33%
Liechtenstein 423 421.44 195 {226.44} -54% 295.01 158 (137.01) -46%
Lithuania 370 322.26 146 {176.26} -55% 225,58 116 {109.58) -49%
Luxembcurg 352 421.44 130 {291.44) £9% 29501 106 (189.01) -64%
Macao 853 480.29 167 {313.29} -65% 336.20 136 (200.20) -60%
Macadonia 389 343,15 161 {182.15) -53% 240.20 139 {101.20) -42%
Madagascar 261 499.91 253 (246.91) -49% 34594 202 {147.94) -42%
Malawi 265 330.72 175 {155.72) -47% 231.50 141 (90.5G) -39%
Malaysia 60 317.02 135 {182.02) 57% 221.92 108 {113.92) -51%
Maldives 960 93.28 143 49.72 53% 65.30 115 4970 76%
Mali 223 499.91 241 {258.91) -52% 349.94 192 {157.94) -45%
Malta 356 3567.50 135 {232.50) -63% 257.25 114 {143.25) -56%
Marshall Islands 56592 546.18 253 {293.18) -54% 179.00 203 24.00 13%
Martinique 596 138.65 96 (42.65) -31% 57.05 78 {19.05) -20%
Mauritania 222 499.91 243 {256.91} -51% 349,94 194 (155,94} -45%
Mauritius 230 266.15 152 {114.15) -43% 186.30 123 (63.30) -34%
Mayatte Island 262 150 120

Mexico 52 345,72 100 {246.72) -71% 242.70 22 {160.70} -66%
Micronesia 691 189.14 156 {33.14) -18% 13240 132 {0.40) 0%
Mcldova 373 363.41 148 {215.41) -55% 25429 125 {129.39) -51%
Maonaco 377 920.15 159 {761.15) -83% 644.10 135 (509.10) -79%
Mongolia 976 189.14 150 {39.14) -21% 132.40 115 {13.40) -10%
Montenegro 382 343,15 157 {186.15) -54% 240.20 131 {109.20) -45%
Montserrat 1664 101.41 S0 {11.41} -11% 7099 72 101 1%
Maorocco 212 414,90 208 {206.50} -50% 290.43 166 {124.43) -43%
Mozambique 258 419.81 204 {215.81) -51% 293.87 163 {130.87) -45%
Myanmar 95 539.14 232 {307.14} -57% 37740 186 {191,40) -51%
Namibia 264 477.02 222 {255.02} -53% 33392 177 (156.92) -47%
Nauru 674 154.40 164 9.60 6% 108.08 128 19.92 18%
Nepal 977 404.37 208 {195.37) -48% 28306 166 (117.08) -41%
Netherlands 31 402.24 122 (280.24) -70% 281.57 97 {184.57) -66%.
Netherlands Antilles 599 264.72 105 (159.72) -60% 185.30 26 (99.30) -54%
New Caledonia G687 270.18 157 (113.18) -42% 18512 130 {59.12) -31%
New Zealand 64 293.45 122 (171.46) -58% 205.42 99 {106.42} -52%
Micaragua 505 315.78 155 (160.78) -51% 221.04 124 {97.04) -44%
Niger 227 414.04 207 (207.04) -50% 289.83 165 {124.83) -43%
Nigeria 234 305.35 138 (167.39) -55% 213.77 109 (104.77) -49%
Niye island 683 313.56 243 {72.56) -23% 219.49 194 {25.49) -12%
Norfolk island (Australia Extt Terr) 672 280 220

North Korea 850 591.45 266 {325.45) -55% 414.01 213 {201.01) -49%
Northern Mariana Islands 1570 156 123

Norway 47 330.72 123 (207.72) -63% 231.50 98 (133.50) -28%
Orman 968 375.67 203 {172.67) -46% 262.97 162 {100.97) -38%
Pakistan Q2 421.26 147 {274.26) -65% 294,88 119 {175.88) -60%
Palau 680 302.11 187 {115.11} -38% 211.48 151 {60.48} -29%
Palestine S70 411.54 222 {189.54} -46% 288.08 176 {112.08) -39%
Panama 507 368.20 141 {227.30} -62% 257.81 116 {141.82) -55%
Papua New Guinga &§75 405.07 264 {141.07) -35% 283.55 214 (69.55) -25%
Paraguay 595 364,16 135 (229.16) -63% 25491 116 (138.91) -54%
Peru 51 34797 139 {208.97) -60% 243.58 119 {124.58) -51%
Philippines 63 494.19 152 (342.19) -69% 34593 121 {224.93} ~65%
Poland 48 421.44 135 (286.44) -68% 295,01 110 {185.01) -63%
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Destination C-Code old New 55 % Oid New $s %
Portugal 351 419.38 128 {291.38) -69% 29356 104 {189.56) -65%
Puerto Rico 1 226.22 95 {131.22} -58% 158.36 75 {83.36) -53%
Qatar 974 483.56 217 {266.56} -55% 338.49 172 [166.49) -49%
Reunion Island 262 189.14 184 {5.14) -3% 132.40 148 15.60 12%
Romania 40 367.50 140 (227.50) -62% 257.25 114 {143.25) -56%
Russia 7 343.15 116 (227.15) -66% 240.21 94 {146.21) -61%
Rwanda 250 477.02 226 (251.02) -53% 33392 181 {152.92) -46%
San Marino 378 42114 185 [236.14) -56% 179.00 151 {28.00) -16%
Sao Tome & Principe 239 392.02 341 {51.02) -13% 27441 271 {3.41) -1%
Saudi Arabia 366 546,18 198 {348.18} -64% 382.32 158 {224.32) -59%
Senegal 221 424.32 209 {215.32) -51% 297.02 167 (130.02) -44%
Serbia 381 155 130

Seychelles 248 439.42 212 {227.42) -52% 307.60 170 (137.60) -45%
Sierra Leone 232 427.57 268 {159.57) -37% 799.30 214 (85.30) -28%
Singapore 65 30992 125 {184.92) -60% 21694 100 [116.94) -54%
Slovakia 421 27018 141 {129.18) -48% 189.12 117 (72.12) -38%
Slovenia 386 27017 151 {115.17) -A4% 185.11 126 (63.11) -33%
Solomon Islands 677 270.18 70 {028} % 189.12 214 2488 13%
Somalia 252 270.18 260 {10.18} -4% 18912 207 17.88 9%
South Africa 27 399.70 129 {270.70) -68% 279.79 108 {170.79) -61%
South Korea 82 591.45 110 (481.45) -81% 414.01 L) {324.01) -78%
South sudan 211 175 150

Spain 4 423.04 127 {296.04} -70% 296,13 101 {195.13) -66%
Sri Lanka 94 302.11 149 {153.11) -51% 211.48 121 {90.48) -43%
St Maarten {Dutch part) 1721 405.10 101 {304.10} -75% 83.57 86 {197.57) -70%
St. Helena 280 379.07 3438 {31.07) -8% 265.35 278 12.65 5%
St. Kitts & Nevis 1865 91.68 90 (1.68) -2% 64.18 75 10.82 17%
St. Lucia 1758 9168 85 {2.68) -3% 54.18 7l 6.82 11%
St. Pierre & Miguelon 508 414.00 165 {249.00) -60% 34223 131 (21123} -62%
St. Vincent 1784 91.68 91 {0.68) 1% 64.18 73 8.82 14%
Sudan 249 379.30 192 (187.30) -459% 265.51 155 {110.51} -42%
Suriname 597 139.84 78 {61.84) -34% 97.89 62 (35.89) -37%
Swaziland 268 375.67 182 (193.67) -52% 262.97 148 {114.97) ~44%,
Sweden 46 372.40 128 (244.40) -66% 260.68 102 {158.58) -61%
Switzerland 41 422.91 161 [261.91) -62% 296.04 139 (157.04) -53%
Syria 963 372.40 194 {178.40} -48% 260.68 156 {104.58) -40%
Taiwan 886 546.18 115 {431.18} -79% 382.32 92 (290.32) -76%
Tajikistan 992 344.77 188 {156.77} -45% 241.34 152 (89.34) -37%
Tanzania 255 508.08 224 {284.08} -56% 355.66 180 [175.66) -43%
Thailand 13 457.62 155 {302.62) -56% 320.33 124 (196.33) -61%
Toge 228 439.42 242 {197.42) -45% 307,60 193 (114,60} -37%
Tokelau 690 302.11 302 {0.11} 0% 211.48 236 2452 12%
Tonga 676 189.14 185 (4.14} -2% 132.40 145 16.60 13%
Trinidad 1868 72.24 72 (0.24} 0% 50,57 50 {0.57) -1%
Tunisia 216 378.94 218 {160.94) -42% 265.26 174 (91.26) -34%
Turkey 90 365.95 139 (226.95) 52% 256.17 112 (144.17) -56%
Turkmenistan 993 343.15 191 [152.15) -44% 240.20 154 (86.20) -36%
Turks & Caicos Islands 1649 138.65 101 {37.65} “27% 97.05 81 {16.05} -17%
Tuvaiu 688 270.18 270 [D-18) 0% 189.12 214 24.88 13%
Uganda 256 292.10 151 {141.10}) -48% 204.47 122 (82.47 4%
Ukraine 380 343.15 131 {212.15) 62% 240,20 105 (135.20) -56%
United Arab Emiratas 971 349.52 134 {165.52} -aT% 244 66 143 {96.65) -40%
United Kingdom 44 136.00 95 (41.00) -30% 123.00 81 (42.00) -34%
Univ Telecom Service 878 300 300

uUruguay Seg 3312.98 136 {176.98) -57% 219.08 112 {107.08) -49%
US Virgin islands 1340 330.72 105 {225.72) -68% 231.50 84 {147.50} -64%
USA {48 Contiguous States}) 1 100.00 85 {15.00} -15% 90.00 70 {20.00) -22%
USA {Directory Assistance} 1 300 300

Uzbekistan 998 34477 176 {168.77) -49% 241.34 143 {98.34) -41%
Vanuatu 678 439.42 263 {176.42) -40% 307.60 210 (97.60) -32%
Venezuela 58 343.38 148 (195.38) -57% 240.36 124 {116.36) -48%
Vietnam 84 378.54 169 {209.94) -55% 265.26 139 {126.26} -48%
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wallis & Fortuna 681 189.14 189 {0.14) 0% 132.40 152 19.60 15%
Western Samoa 635 27018 192 {78.18) -29% 189.12 154 [35.12} -19%
Yemen 967 412.45 218 (194.45) -47% 288.72 172 {116.72) -40%
Zambia 280 342.98 176 {166.98) -A9% 240.09 142 {9809} -41%
Zimbabwe 263 372.64 187 {185.64} -50% 260.85 151 (109.85) -42%




