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PREFACE

Section 5 (1) (8 of the Tdecommunications Act, 1999, requires the Minister responsible for

tdecommunications to determine, after consultation with the Public Utilities Commisson, the sector
policy which shdl be published in the Officid Gazette.

This document has been prepared in accordance with that requirement and is now published
in the Gazette.!

The policy will apply until the expiration of a period of twenty-four (24) months from the date
of completion of the sde of shares in BTC to a drategic investor (the Fixed Exclusvity Period for
BTC gpecified later in this document).

The document;

< outlines the importance to The Bahamas of a tedecommunications sector which
provides easy and economica access to date-of-the-at telecommunicaions for
persons, businesses and government;

< sts out the fundamental objectives which the privatisaion of BTC and the
modernisation and liberdisation of the tdecommunications sector are intended to
achieve,

< sts out the policy framework for the newly privatised and liberdised
telecommunications sector in The Bahameas,

In this policy document, all references to legislation are intended for information purposes, and not as interpretations of the

law; interested parties are invited to consult the legislation .
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< briefly describes the main outlines of the new regulaiory dructure within which the
telecommunications sector will operate; and
< outlines some mgjor regulatory features of the new telecommunications sector.
The document was discussed in draft form in a Public Forum? in Nassau in September 2000
and a a second Public Forum in Grand Bahama in October 2000. Each Forum was open to dl
interested parties and to the generd public. This document takes account, where appropriate, of views
expressed at each Forum and of any other representations received in relation to the draft.

While the initid draft was prepared before the April 2001, Summit of the Americas in
Quebec, the Policy is consgtent with the Find Declaration on Connecting the Americas, which deds
with such issues as telecommunications and the Internet.

On each occasion, the meetings were chaired by the Hon. Carl Bethel M.P. (then Minister of Economic Development) and
the Hon. Zhivargo Laing M.P. (then Minister of State, Ministry of Education and Youth) who were accompanied by the
Financial Secretary, the Permanent Secretary, Ministry of Economic Development, senior officials of the Ministry of Finance,
the Chairman of the Public Utilities Commission, the President/Chief Executive Officer of The Bahamas Telecommunications
Corporation, now BTC, (Nassau Forum) and other officials of the Corporation.



INTRODUCTION

Need for Policy

1.1 In the past decade, the telecommunications sector has experienced unprecedented growth.
Tdecommunications, in and of itsdf, has undergone a revolution, which has been brought on by
technological changes, competitive forces, the privatisstion of state monopolies and the emergence of

new companies and consortia of global service providers.

1.2  The Government of The Bahamas (the Government) recognizes that the provison of a world-
class tedlecommunications infrastructure is key to the rapid economic and socid development of the
country. It is criticd not only for the trandtion to a digitd economy and the development of
electronic commerce, but aso has widespread ramifications for the entire economy of the country. In
accepting that a modernized telecommunications system is centra to the economic development of
the country, the Government aso accepts that privatisation and liberdisation of telecommunications
isacritica pre-condition for achieving the necessary objectives for this development.

1.3  Accordingly, it is vitdly important that there be a comprehensve and forward-looking
telecommunications policy, which crestes an gppropriate enabling framework. This document sets
out the Government's future policy for the tdecommunications sector in The Bahamas, and in doing
90, is stisfying the requirements of Section 5 (1) (8) of the Telecommunications Act, 1999.

Duration of Policy

1.4  The characterigtics of the tdecommunications sector make it imperative for the policy to be
reviewed regularly, thus, making the process of policy-making a dynamic one. Unless exceptiond
circumstances apply, the policy described in this document will gpply until the expiration of a period
of twenty-four (24) months from the date of completion of the sde of shares in BTC to a srategic
investor, after which it will be reviewed.



GLOBAL TRENDSIN TELECOMMUNICATIONS

Global Telecommunications Market

21  Teédecommunications ae, today, conddered to be the third largest sector of the globa
economy, behind only that of hedthcare and banking. It is edimated that annua worldwide
telecommunications equipment and service revenues will amount to approximately $300 hillion this
year and will exceed $1 trillion in the early years of this century. The tdecommunicaions industry
has made dgnificant drides because market liberdisation, sector deregulation and new technology
have combined to make communicating both chegper and more efficient.

| nnovation

2.2 Innovations in technology have led to the introduction of fibre optics, which dgnificantly
increases trangmission capacity, the subditution of andogue switches by more efficient computer-
controlled digital switches, the launch of a new generation of satellites, a new mass market for mobile
telephones and pagers, and a surge in the range and the functiondity of customer premises
equipment. Services have proliferated and users now enjoy more effective data services, audiotext,
videotext and network services such as cdl forwarding and conferencing. User demand for new

services has soared.

2.3  Technicd devdopments in fixed networks, televison, cable networks radio communications,
cdlular mobile phones and, above dl, computers and the Internet, have enabled the convergence of
computing, media and tdecommunicaions and changed the way in which we communicate and
work. Businessmen have access to PCs, persona data assstants and mobile phones which can be
used across country borders and while on the move. Increasingly, the generd public dso uses PCs
and e-mal to communicate with friends, obtain information, shop and play computer games. These
developments have created dgnificant needs and opportunities for investment, and have led to better
qudity of service, lower prices, and more choices for customers. The emergence of the Internet and

-6-



electronic commerce cannot and should not be ignored. Government intends to support and
encourage further development in both of these areas s0 as to make The Bahamas a full member of
the Information Society.

Changing Perceptions

24 Technology has aso changed perceptions. Most countries in - Europe have now concluded that
there is no continuing reason for telecommunications to be owned or controlled by the state and thus
have privatized the incumbent operator and opened their markets to competition. Governments in
most pats of the devdoping world ae following this lead. In the United Sates where
tedlecommunications have adways been a private sector activity, markets that were previoudy
segregated and protected have now been opened to full competition. A Report by the Internationd
Tdecommunication Union (ITU) on trade in tdecommunications noted that in emerging markets,
international  traffic per subscriber grew 11.7 per cent per annum from 1990 to 1995 where
competition was alowed, compared with just 5.2 per cent per annum where there was a monopaly.
Many countries have also reported annua increases of 50 percent in cdlular mobile subscribers.

Pressures to Cut Costs and Increase Efficiency

25  Libedistion has dso undermined traditiond payment arangements for internationd cdls
which, for so long, provided a high proportion of the revenue of old telephone adminigtrations in
countries like The Bahamas and endbled the subddisation of locd cdls Taiffs for
telecommunications services are being rebadanced the world over and made to relate more closdy to

real service cods. Red pricesin telecommunications are continuing to tumble.

2.6 Mounting international pressure has led to a move towards cogt-oriented accounting rates.
The Bahamas has had to reduce its settlement rates for internationd cdls (the amount that
telecommunications operators charge each other for terminating the other’s internationd cals) to and
from the United States, its largest trading partner, by 50%, from 30 cents to 15 cents per minute with
effect from 1%January 1999 as a result of a ruling by the United States Federd Communications



Commission (FCC). The Bahamas continues to face pressure to rebdance its tariffs so as to bring
them in line with internationd tariffs for local, nationa and internationd cals.

THE PRESENT POSITION OF TELECOMMUNICATIONSIN THE BAHAMAS

Present Unsatisfactory Structure for Regulation and Competition

3.1  The Bahamas Telecommunications Corporaion Act, 1966, was enacted over 30 years ago and
is now ingppropriate as a framework for a modern, liberalized tdecommunications sector. Under that
Act, Batelco, the national telecommunications operator, acted as regulator as well as operator, issuing
dl licences, including radio frequency licences. Such a dructure is out of line with world best
practice, which has recognized that there are three distinct roles in tedlecommunications: sector policy-
making, regulation, and operation, and that these should be clearly separated.

High Costs

3.2  This unsatidfactory regulatory dructure in The Bahamaes served dso to impede the qudity
and vaiety of savices avalable to usas and has mantaned atificidly high prices for many
sarvices. Busness users in paticular have been hampered by the lack of high quality broadband
sarvices and cutting edge technology in cusomer premises equipment. The growth of the cdlular
mobile telecommunications sector in The Bahamas has suffered for smilar reasons.

3.3 Baeco, now BTC, has, to date, enjoyed a near universd monopoly over the provison of
telecommunications networks and services in The Bahamas. BTC not only owns the only public
switched telephone network capable of offering voice services, but aso provides the only cdlular
mobile service. It owns and operates the Internet service provider BatelNet, and dso owned prior to
the vesting in BTC, 10% of the shares in Cable Bahamas Limited, which has an extensve fibre optic
network linking the mgority of homesin The Bahamas.



Poor Quality of Service

34 A review caried out for the Government in 1998 by Deutsche Bank AG in association with
Denton Wilde Sapte, Ernsgt and Young and Nationd Economic Research Associates of the UK, has
shown that, while there has been and continues to be a consgderable growth in the demand for modern
telecommunications services, Batelco, now BTC, has.

< been dow to introduce new services when compared with operators in the markets in
North America and Europe;

< been dow to invest in infrastructure and technology;

< alowed the qudity of serviceto fal below internationd standards;

< chaged vey high long digance taiffs which ae now wel out of line with
international  benchmarks, and are under pressure to be made cog-oriented in
accordance with internationd trends, and

< suffered from excessve costs (in which area Government has dready teken some

corrective action).

35 The review dso underlined the need for sector reform and demondrated that, not only in
North America and in Europe, but aso in many other pats of the world, privatisation and
liberaisation are now accepted as being clearly in the public interest.

THE GOVERNMENT’SOBJECTIVES AND VISION FOR
TELECOMMUNICATIONSIN THE BAHAMAS

Government’s Policy Objectives

41  The fundamentd public policy objectives driving reform of the telecommunications sector

are
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the provison of access, by persons throughout The Bahamas, to the most modern
telecommunications services possible at reasonable and affordable prices;

the protection of the interests of the consumer;

the improvement of The Bahamas' position and competitive edge in globa markets;

the strengthening of health and education infrastructure;

the trangtion of The Bahamasto adigitad economy;

the enhancement of the economic devdopment of the nation, paticulaly the
expandon in  sudanable high-qudity employment opportunities throughout The
Bahameas,

the promotion of competition;

the positioning of The Bahamas as an eectronic commerce hub in the region;

the need to ensure that essentid nationa interests are protected,

enhancement of the value of Batelco by measures that are consstent with other Sector
Policy objectives,

reduction of the Nationd Debt by utilizing the proceeds of the sde of shares in
Batdco; and

providing Bahamians an opportunity to own, directly, an inteet in the
telecommunications sector.

Government’s Vision for Telecommunicationsin The Bahamas

4.2

Having regard to the foregoing objectives, the Government has set the following as its vison
for tdecommunicaionsin The Bahamas.

To develop and maintain the most modern cost-effective telecommunications

sector possible, so as to enhance The Bahamas competitive position in the global

community, facilitate the country’s transition to a digital economy, and improve the

quality of life for the Bahamian people.
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THE GOVERNMENT’SSTRATEGY TO ACHIEVE THE OBJECTIVESAND VISION

Sector Reform

51  The review, which the Government commissioned in 1998, underlined the urgent need for
sector reform and demonstrated that privatisation and liberdisation are now accepted as being clearly
in the public interest. Therefore, the Government has edtablished this new framework to enable
additiond improvements to tdecommunications infragructure and service delivery, ad to encourage

invesment. The new framework involves:

< introduction of privaie ownership and management in  tdecommunications in The
Bahamas,
< dlowing new operaors to enter the sector and encouraging competition in the

provison of telecommunications services, and
< separation of the regulatory functions from the operation of telecommunications

systems and the provision of telecommunications services.

Private Sector Participation

52  Expeience in other countries has shown that telecommunications services and networks are
best provided by the private sector under competitive conditions because this leads to more
invetment, efficiency gans, increesed qudity of service, increased innovation, lower prices and
customer satisfaction.

5.3  The Government has decided to divest itself of a 49% sake in BTC, together with the award
of management rights to an internationd telecommunications operator, or a draegic partnership,
which could dso include Bahamian partners, with successful experience of operaing internationdly.
Bahamians and/or Bahamians associated with internationd persons are encouraged to apply.
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54  The Government vested Batelco's assets (excluding those which were vested in the Public
Utilities Commisson and the Tressurer) in a new company, cdled The Bahamas
Teecommunications Company (BTC), to enable it to continue to operate the telecommunications
network and offer services under a new licence. At a date to be determined additiond shares in this
company will be offered for sade to the public. Following the concluson of the internationa bidding
process, the Government will sdect and trander 49% of the shareholding to the drategic partner
which must be financidly and technicdly cgpable and which must have submitted the mogt
beneficid proposd to the Government. The Government will enter into a series of agreements with
the strategic partner allowing it to direct and manage the operations of BTC.

55 The Shae Sde and Subscription Agreement between the Government and the drategic
partner will regulate the sde transaction and payment of the price for BTC's shares. The
Shareholders Agreement will describe the way in which BTC will be managed and the services that
the Strategic investor will need to provide to BTC to improve its operations and enable it to comply
with its licence obligations.

Liberalisation and Competition

56  Experience dsawhere has shown that the grestest gains in efficiency, cost reduction and
quality and variety of services are achieved from competition, not merdly privatisng a monopoly. It
is, therefore, the Government's policy to move towards liberdisation of al tdecommunications
savices in The Bahamas. However, it recognises the need to be pragmatic. A short delay in
introducing full competition in limited areas indicated below, will dlow BTC time to prepare for a
multi-carrier environment, to modernise and restructure, and to rebdance its tariffs while ensuring
that BTC can continue to operate a sudtainable busness and therefore remain an dtractive

proposition for future investors.
5.6.1 Before and dnce the issue of the Tedecommunications Sector Policy in July 2001, the Public
Utilities Commission has undertaken a number of measures to implement that policy as required by it

under Section 6 (1) (b) of the Telecommunications Act 1999. In particular:
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< on 26" February 2002, the Public Utilities Commission, after a competitive process,
determined that it would award a Fixed Radiocommunications System Licence with

the right to provide fixed voice telephony from 1 January 2004,

< on 9" April, 2001 Caribbean Crossing Limited was authorised to construct and operate
a new fibre-optic cable link between the US and The Bahamas with landing points in
Boca Raton, Grand Bahama, New Providence, Eleuthera and Abaco;

< under a Licence dated 1 October, 2000 Cable Bahamas Limited was authorised to
leese circuits and provide public Internet services in New Providence in direct
competition to BTC, and this licence has now been extended to the whole of The
Bahamas.

5.6.2 Because privatization of BTC has been delayed and more work is needed to prepare BTC for
full competition, the Government has decided that:

< competition in the provison of cdlular mobile services will be deferred until the
expiration of a period of twelve (12) months from the date of completion of the sde of
sharesin BTC to adrategic investor;

< any further competition in the provison of internationd, inter-idand and locd public
voice sarvices over a fixed network and the leasing of circuts for voice services will
be deferred until the expiration of a period of twenty-four (24) months from the date
of completion of the sde of shares in BTC to a draegic investor (“the Fixed
Exdusvity Period");

< the satus of the tdecommunications sector will be reviewed by the PUC with a view
to opening the sector to further competition after the expiry of the Fixed Exclusvity
Period in accordance with section 6 (1) (i) of The Act;
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< in dl other aeass induding sadlite, microwave and other wirdess means of
telecommunicetion, vaue-added services, customer premises equipment and Internet
access (but not voice over IP or voice over the Internet as discussed in Section 8
below), competition will be introduced immediately.

5.7  As a counter-bdance to the award of the exclusve rights, BTC will be required to provide
universd service in The Bahamas and progressvely improve the qudity of its services. This is more
fully described in Section 8. BTC will aso be required to take steps to rebaance ts tariffs, which are
out of line with internationa benchmarks, over a suitable period of time.

Separation of Policy Making, Regulation and Service Provision

5.8 In order to protect the interests of dl parties - consumers and service providers - effectivey,
the regulatory system will be characterised by:

< claity of roles of the Minister responsble for tedecommunications, and the regulator,
repectively;

< adequate resources including qudified saff and funding to engage expert assdance
on technica and economic regulatory issues, and

< autonomy, dlowing the regulator to focus on its own duties and functions, to have
authority in its dealings with operators, and to control the day to day conduct of
regulation.

5.9 Regulaion will be objective, consisgent and trangparent. Operational decisons will be left to
the telecommunications operators themsaves. In the interest of consumer protection, however, the
sector will be regulated within a framework that is independent of the operators of networks and

suppliers of services.
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5.10 Sector policy and issues of nationd security will remain in the hands of the Government to
ensure consstency with its objectives. The day-to-day regulation of the industry will be entrusted to
the Public Utilities Commission (the Commission).

OUTLINE OF THE NEW LEGISLATIVE FRAMEWORK?

The Telecommunications Act, 1999

6.1 In order to give effect to the Government's vison of tedecommunications in The Bahamas and
to support the Commisson in carying out its new duties, the Government has enacted new
legidation governing the provison of tdecommunications sarvices The Tdecommunicaions Act,
1999 repeds and replaces The Bahamas Tedecommunications Corporation Act, 1966. The
Telecommunications Act, 1999, gpplies to the regulation of tdecommunications throughout The

Bahamas.

6.2  Insummary, the Tdecommunications Act, 1999:

< lays down the Government's objectives for telecommunications and defines the
functions and powers of the Miniger and of the Commisson in rdaion to
telecommunications,

< requires every person who edtablishes or operates a tdecommunications system or
provides telecommunication services' in The Bahamas (with limited exceptions) to
have a licence and it dso confers the power to grant and enforce the conditions of
licences on the Commission;

< provides for conditions to be included in licences to foster competition, and protect

consumers

% This is not intended to be an interpretation of the law, but rather a general summary of the main features of the Telecommunications Act, 1999.

4 Atelecommunication servicefis defined in the Telecommunications Act, 1999 as a service consisting of emitting, transmitting, switching, conveying or
receiving messages within, into or from The Bahamas by means of any telecommunications system. (the Act also defines "telecommunications system").
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< provides for the gpprovd of customer premises equipment and of inddlers of such
equipment;

< provides for vesting n BTC of assets and ligbilities of Batelco as envisaged in Section
24 (and the First Schedule) of the Telecommunications Act, 1999, and for the eventua

winding up of Baeco;

< introduces a new regime for the authorisation of radio communications in The
Bahameas,

< creates new offences and provides for pendties to gpply; and

< crestes gpped and review procedures which can be used by aggrieved parties in
relation to decisions of the Commission

The Public Utilities Commission (Amendment) Act, 1999

6.3 As a realt of the reped of the licendang and regulatory provisons of The Bahamas
Tdecommunications Act, and the promulgation of the Public Utilittes Commisson (Amendment)
Act, 1999, the regulatory rights and functions of Batelco in relaion to teecommunications have been
vested in the Public Utilities Commisson

The Roles of the Minister and the Commission, and the Structure of the Commission

The Minister

6.4 The functions of the Miniser in relation to tdecommunications are those st out in Section 5
of the Tdecommunications Act, 1999, and include the following:

< to determine the Sector Policy after consultation with the Commission;

< to determine the circumdtances in which, and the terms on which, qudified licensees
may purchase or obtain public land or easements over public land or enter upon and
remain on public land after consultation with the Commisson and with the gpprova of
the rdlevant governmenta authority;
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< to ensure that public security and the invedigdaion of crimind activities and
enforcement of public policy are safe-guarded,;

< to ensure that The Bahameas is able to comply with itsinternationa obligetions;

< to determine when the radio frequency spectrum or numbers should be auctioned or
licensed at an uplifted fee; and

< to determine whether fees payable for telecommunications licences should include an
element to reflect the market vaue of the licences.

The Commission

6.5 The functions of the Commisson as s&t out in Section 6 of the Tdecommunications Act 1999,
incdlude the following:

< to advise the Minigter generdly in relation to the telecommunications sector;

< to implement the Sector Palicy;

< to issue, modify, enforce and revoke licences in a manner conastent with the Sector
Policy;

< to regulate the interconnection of telecommunications systems and the management of
numbers for telecommunications services,

< to formulate and implement dandards in redion to the technicd regulation of
telecommunications sysems, tdecommunications equipment and customer premises
equipment;

< to determine the criteria on which an operator may be designated as being dominant
and to designate that operator accordingly;®

< to regulate the prices that may be charged by dominant operators;

< to regulate, alocate and manage the use of the radiocommunications spectrum;

< to facilitate, mantan and promote effective and sudanable competition in

tdlecommunications sarvices in The Bahamas, and

° A dominant operator will have the ability to materially or significantly affect price or terms of supply in a telecommunication market because it has control
over essential facilities (which cannot easily be duplicated) or because it can use its position of strength or control of a particular market to its own advantage.
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< to exercise the other functions and powers set out in the Teecommunications Act,
1999.

The Structure of the Commission

6.6  The Commisson condgsts of a minimum of 3 but not more than 5 members, appointed by the
Governor Generd on the advice of the Prime Miniger following consultation with the Leader of the
Opposition. The Members are appointed for a term of office not exceeding 5 years, but Members are
eigible for regppointment. The Executive Director of the Commisson is gppointed by the
Commisson after consultation with the Miniser. The Secretary to the Commisson and other Staff
are gppointed by the Commission

Funding of the Commission

6.7 The operating cods of the Commisson will be funded by fees charged to licensd
telecommunications operators, the holders of radiocommunications licences and operators in the
other utility sectors. The Commisson will  publish amua reports contaning detalls of its activities,
which will be submitted to Parliament every year.

Transparency and Objectivity

6.8 The regulaory framework of the Tdecommunications Sector in The Bahamas will be
grengthened by increasing the flow of information between the Commisson, industry operators, and
consumers. As envisaged under the Telecommunications Act, 1999, the Commisson is required to
act in a trangparent and objective manner. Before adopting any Sgnificant procedure or  issuing
generd ingructions, the Commission will therefore publish its proposas and dlow a period of public
consultation. If an operator is dissatisfied with certain specified decisons of the Commisson, the
Telecommunications Act, 1999, provides an appeal's mechansm through the courts.

OUTLINE OF THE NEW REGULATORY ENVIRONMENT
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Licensing

7.1  Under the Teecommunications Act, 1999, the Commission is empowered to issue, modify,
enforce, and revoke licences. Persons who wish to operate a network or offer services are required to
goply to the Commission for a licence to do so. Persons may apped a refusd to grant an individud
licence, classfying an operator as Dominant or certain acts of enforcement. Certain networks are
exempted from the licenang requirements under the Act, including networks within sngle premises
that are not connected with any other network, broadcasting networks and networks used by the
Police, the Defence Force or the Prison Service. Separate or additiona licences will be required to
ingal and use radiocommunications apparatus.

7.2  The Commisson may issue both individua licences and class licences  Individud licences
ae unique licences individudly granted to an gpplicant on the bass of cetan specified
characterigtics. Individud licences are specific to the applicant. Class licences, on the other hand, are

licencesthat are available to al persons who satisfy the criteriafor that licence.

7.3 Licences will be issued subject to a number of conditions, which will vary according to the
type of licence. Additiond conditions will be imposed on any operator with sgnificant market power
or control over essential facilities. Such operators are termed Dominant. Initidly, and probably for
the duration of the Exclusvity Period and sometime theresfter, BTC will be desgnated a Dominant

operator.

7.4  The Tdecommunications Act, 1999, contains trangtiond provisons under which persons
cdaming to enjoy licences to operate telecommunications sysems or provide telecommunications
services under a licence duly issued by Batdco under the previous Act, should notify the

Commission within three months of the coming into operation of the Act.
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Modification of Licences

7.5  The Commission is empowered to modify licence conditions of an operator after granting it if
it obtans the consent of the licensee or, in the absence of the consent of the licensee, if the
amendment is required to further the objectives of the Telecommunications Act, 1999, pursuant to the
exercise of the Commisson's powers and obligations. In the latter case modifications must be
judified as being in the public interest or necessry to implement internationd obligations of The
Bahamas, and modifications will be made only after a public consultation. If more than one licensee
is involved with respect to the licence modification, gspecific procedures based on the
Teecommunications Act, 1999, will be utilised to obtain the consent of the affected licensees.

Fees

7.6  Unde the Tdecommunications Act, 1999, the Commission may set fees only so as to recover
from licensees on an equitable bass, the aggregate amounts required to defray costs incurred or
anticipated by the Commisson in connection with its functions and powers in reation to
tedecommunications  The Minister may by regulations direct the Commisson to recover an amount
in excess of tha st by the Commisson to reflect the maket vadue of the
licence granted and such amounts shdl be pad by the Commisson into the Consolidated Fund.
However, it is intended for the policy period that this power will only be used on the licenang of
scarce resources such as frequency spectrum and numbers. The Commisson will publish a schedule

of standard fees.

Spectrum Management and Radiocommunications

7.7 Radio frequency is widdy used for tdevison and radio broadcadsts, in tdecommunications,
for emergency services and in a vaiety of other busness and socid applications. Radio frequency

gpectrum is aso a scarce resource and misuse can lead to damaging interference.

7.8 Under the Tdecommunications Act, 1999, it is an offence for any person to etablish a

radiocommunications sation or to communicate by radio in The Bahamas without a licence. The
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Commisson is empowered to issue radiocommunications licences and to regulate, dlocate and
amend the use of radio frequency spectrum including fees payable, conditions of surrender and

revocation of alicence.

7.9  The Act provides for replacing current licences by the issuance of new licences in accordance

with the Commission’s spectrum plan and the Act.

7.10  In most cases, spectrum will be dlocated (subject to availability) for a fee based on the cost
of adminisgering the award. The Minider, after consultation with the Commisson, may direct the
Commission to dlocate radio frequency spectrum by way of an auction, or to charge fees reflecting
the market vaue of the spectrum. In doing so, the Miniger will have regard to the amount of
gpectrum available to users, current demand and likely future demand, the need to promote efficient
use of spectrum and competition in the provison of radio-based services, and likedy economic
benefits available to users of the spectrum concerned.

Numbering

7.11 Like spectrum, numbers are limited and therefore responsbility for managing numbers redts
with the Commisson, which is empowered to creste a nationd numbering plan. In the management
of numbers the Commisson will have regard to the recommendations of international organizations
including the Internationa Telecommunication Union.

7.12 The management of the nationd numbering plan will include the assgnment of access codes
for newly liberdized teecommunications networks and services Speciad numbers will be dedicated

to emergency calls and should be accessible to any telecommunications network or any user.
7.13 If it gppears necessary to the Commission, it may, in accordance with the particular licence of

an operator, withdraw numbers dlocated to that operator in order to adminiser the nationa
numbering plan more efficiently.
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7.14  The Commission will provide guidance on number portability requirementsin due course.

Industry Technical Standards

7.15 In order to ensure the integrity and interoperability of teecommunications systems, and to
protect the hedth and safety of persons, the Commisson will establish technicd sandards for
telecommunications systems, equipment, customer premises equipment and  radiocommunications
goparatus. The Commission will dso edablish a sysem for the goprova of inddlers of customer
premises equipment and radiocommunications apparatus.

OUTLINE OF CERTAIN REGULATORY ISSUES

Universal Service

8.1 The provison of badc tdecommunications services, including emergency sarvices and public
pay apparatus, networked information services and access to the Internet, is an important public
sarvice and Government wishes to ensure the availability of these basic sarvices in dl populated aress,
including settlements of 10 or more households.

8.2  Government supports the principle identified by the 1995 United Nations Socia Summit, that
universal access to basc educaion and lifdong educationa opportunities are preconditions for
economic and human development. It is proposed therefore that as part of universa service, Internet

access will be provided free of chargeto:

@ dl public and church-operated schools, public libraries, the College of The Bahameas,
The Bahamas Technicd and Vocationd Inditute, The Bahamas Hotd Training
College, the Eugene Dupuch Law School; and

(b) dl public hogpitds, clinics, senior citizens homes, and orphanages.
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83 The cogt of Universa Service will be funded by means of contributions from dl licensed
telecommunications operators on a proportionate bass. These contributions will be placed into an
account, a Universal Service Fund, which will be managed by the Public Utilities Commission.

84 Initidly, and for the duration of the Excusvity Period, any obligation to provide universa
savice will be imposed upon BTC as the dominant provider. Additiondly the Public Utilities
Commisson may impose the obligation to provide universd service on any other tdecommunications
sarvice provider in such circumstances as it may deem necessary. Initidly BTC will be obliged to:

< extend and upgrade its network to facilitate the provison of Internet services to dl
inhabited settlements of 10 or more households in The Bahames,

< provide an adequate number of public pay apparatus in public places such as shopping
centres, arports, hedth and community centres, mgor public highways, public parks
and in densely populated aress,

< inddl a line a a dandard dngle price to any goplicant living within a specified
distance of the network;

< provide free cdls to emergency sarvices to dl subscribers and a dl public pay
apparatus, and to didress, emergency and safety services for shipping and arcraft in
accordance with the Radio Regulations of the Internationd Telecommunication Union;

< provide specia equipment required by persons with hearing, Sght or other disabilities
to enable them to access voice telephone services a no extra cost or as ingructed by the
Commission;

< provide telecommunications services a reduced cost to support the provison of
Internet services to designated placesin the Family 1dands,

< provide Internet access, incusve of the supporting tdecommunications services, to dl
schools free of charge®;

< make the same schedule of tariffs avalable to dl users regardiess of location
throughout The Bahamas, and

8 This does not include the provision of customer premises equipment or any computers, hardware or other such equipment, that would enable use of the
Internet service, but is limited to the necessary telecommunications services and the subscription for the Internet service.
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< offer affordable tariffs for basic services.

Tariffs

85  Taiff policy is an essntid dement of tdecommunications regulaion and will be paticularly
important during the Exclugvity Period. The Public Utilities Commisson will be required to create a
reasonable badance between the interests of the Dominant operators, and other licensed operators,
service providers and usars.  Taiff regulation will be used to control the pricing of certain services
offered by Dominant operators, to prevent unfair competition and abuse of market postion by
Dominant operators, to protect users, and to minimize cross-subsdisation. The key principles of the
tariff policy ae
(@  the regulation of only the tariffs of Dominant providers, and only for so long as the
provider remains Dominant in arelevant market;
(b)  theadlocation of separate tariffs to separate services,
(© the targeting by regulation of the gradud rebaancing of tariffs towards cost
orientation (where practicd); and
(d) the sdting of tariffs a a levd that endbles an efficient Dominant provider to fund

network and services development.

8.6  Govenment is mindful of the need to effect re-bdancing of tariffs over a suitable period of
time. Due account will be taken of the need to reduce and minimize the impact of the increases on

low resdentid users.

8.7 The Public Utilities Commisson will be required to have public conaultations on tariffs and

the formula that will control how they are changed.

Access

8.8  The Commisson will take steps to ensure adequate access to telecommunications networks,
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induding leased circuits and satdlite services, by users, other operators and service providers on a
transparent and non-discriminatory bass. An operaior enjoying Dominance in the reevant market

will be required to offer interconnection to other qualified operators on cost-based terms.

8.9  The Commission intends to cary out further consultation on the scope of interconnection
rights during the Exclusvity Period, and will do so in consultation with operators and the public. In
the meantime, however, a number of principles may be stated:

< Purdly private sysems will not enjoy interconnection rights

< BTC will have the right to connect its sysem to dl other public tedecommunications
systems and operators of public tedecommunications systems will have the right to
connect their systemsto BTC's system and each other’ s systems;

< operators of sysems will be obliged to respond to dl and any requests for
interconnection and to negotiate commercid terms promptly and in good faith;

< unless points of interconnection and other issues are determined by the Commission,
sysgems will be interconnected a points of interconnection agreed between the
operators concerned and at prices and on other terms agreed between them; and

< where a licensee enjoys a Dominant postion in the rdevant market then charges for

interconnection must be orientated to the cost of provison.

8.10 Interconnection agreements involving Dominant operators must be submitted to the
Commission prior to the date on which they come into effect. If the Commisson believes that the
terms are incompatible with the relevant licences of the operators or the Telecommunications Act,
1999, or any indructions issued by the Commission, then the Commisson may, & any time, require
modification of the agreements. If operaiors who are required to interconnect are unable to reach
agreement, the digoute may be referred to the Commission, or the Commission may intervene on its

own mation.
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8.11 Leasad and virtud private circuits can play a drategic role in the development and expansion
of tdecommunications sarvices in two principd ways Firdly, large companies with high volumes of
traffic or unique telecommunications problems can build or cregte private or virtud networks using
leased circuits or capacity to satiffy their own service needs more economicdly than usng the public
network. Secondly, leased or virtud private circuits can be used by communications companies, like

Internet service providers, to provide services that compete with the Dominant operator.

8.12 Dominant network operators will therefore be required to make leased circuits or capacity
available at controlled prices, on non-discriminatory terms and within a reasonable period. The
Commission will sympetheticdly condder a request to sdf-provide circuits if other operators are not
able to or fal to meet capacity requirements in a timely manner. Dominant operators technica and
commercia terms and conditions for leased circuits or capacity must be published to ensure a high

level of trangparency.

8.13 After the Exclusvity Period other operators will be dlowed to sdf-provide their own voice

aircuits.

Satellite Matters

8.14 BTC is currently sgnatory and the sole representative party for The Bahameas in the following
internationa satdllite organizations:

(@ The Internationd Teecommunications Satdlite Organization (Intelsat)- Batelco had an
invesment share as a 30 July 1999 of 0.118957. Intdlsat will be privatized in July
2001, and Government intends that BTC will retain its shareholding in the privatized

company.

(b) International  Mobile Satellite Organization (IMSO formerly INMARSAT)- Batelco
acceded to the Operating Agreements in April 1994, and with the privatisation of
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INMARSAT on the 1 April, 1999, BTC is now a shareholder of 14,792 shares in
Inmarsat Holdings Limited.

815 BTC has dso dgned Sadlite Agreements with other extend entities including the
PanAmSat Corporation Operating Agreement on 28 December, 1989, and as amended on 16 April,
1997. The duration of the Agreement is esimated at 12 years ending in 2001 or until the PAS-1is

otherwise taken out of commercid sarvice.

8.16 Under the fixed network licence, BTC will be obliged, on commercid terms, to provide
uplink and downlink satellite services and to re-sell capacity on each of these satelites to any person
in The Bahamas who requires these services provided BTC is satisfied that access is permitted under
the gpplicant’s license and that there will be no breach of BTC's exclusive rights to voice telephony.
BTC will take over any contractud obligations of Batelco in reation to the provison of sadlite

savices,

8.17 Once Intdsat is privatized any person will be able to access sadlite sarvices from the
company directly. (Note that BTC isno longer offering VSAT licences).

Customer Premises Equipment

8.18 The market for cusomer premises equipment or office and domestic gpparatus intended for
connection to public networks, has been liberdised. This means that any paty may, without a
licence, manufacture, distribute and sdl customer premises equipment in The Bahamas. Equipment
intended to be connected directly or indirectly to a tedlecommunications system must, however, meet
technicd dandards edtablished by the Commission in order to ensure that attachment will not
adversdly impact safety, integrity or the functiondity of the network and, in the case of wirdess
equipment, that it will not cause harmful radio interference.
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| nternet

8.19 The Internet represents vast opportunities for businesses, education and the nation at large. In
this context, the use of the Internet in The Bahamas is drongly encouraged. Competition in this
market segment has proven to be a powerful drategy to reduce prices and simulate demand. In doing
0, the Commisson must evauate the potentid benefits and threats of voice telephony over the

Internet when determining the licence terms and conditions.

820 Presently, Internet Service Providers ae licensed to operate under The Bahamas
Telecommunicetions Corporation Act and lease capacity from BTC, or use VSAT links for
international data connections. The provison of Internet Services (including Internet access) has been

liberalised but persons offering Internet services will be required to gpply for an individua licence.

8.21 Since BTC's Exclusve Rights will include voice tdephony, irrespective of the network used,
it will not be permissible for any company other than BTC to provide voice sarvices over the Internet
or voice over Internet Protocol Networks for the duration of the Exclusivity Period.

Network Construction and Management Rights

8.22 Until now, only the public utility corporaions have enjoyed the right to lay wires, cables and
infragtructure on public land and to dig up public highways. This right will now be extended to dl
qudifying public network operators.

8.23 Government is presently reviewing its planning and environment protection legidaion. In
line with this review, and condgtent with internationd best practice in this area, Government intends
to require that dl qudifying public tdecommunications operators comply with certan minimum
dandards for the protection of the environment, including public safety and dl customary Satutory
and regulatory requirements.
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Quality of Service and Consumer Protection

824 The Commisson will have respongbility for ensuring that the naiond qudity of

telecommunications services isimproved over time to match the internationa best practices.

8.25 The Commisson will dso be required to safeguard the interests of consumers by regulating
the terms and conditions of supply and the quality of service provided, and to ensure that adequate

machinery exigs for the resolution of complaints againgt service providers.

Cellular Mobile Telephony

8.26 Introducing competition in the cdlular mobile tdephony maket will dimulae the market
which in turn will lead to improved sarvices, better products, a reduction in fraud, and reduced tariffs.
Bundled tariff packages offer the user convenience, which can increase usage and lower the cost to
the user. The Commisson will make available radio frequency spectrum to other gpplicants by 2001
or soon thereafter. The Commisson will review the market and the demand for mobile telephony
before entering into public consultation and making a decison on the number of maobile telephony

licences to be issued and the amount of radio frequency spectrum available,
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