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The Bigger, Better Network.
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1 INTRODUCTION

Wireless ventures (Dominica) Limited (hereinafter Digicel) forecast, at page 5 of Part | of its
comments of April 18, 2008, that it would file Part |1, a supporting document in which provides a
more detailed analysis of the flaws in the present ADC scheme in Dominica.

Part | noted that CE&W was giving access away free to some business customers and heavily
discounting services to others; with the likely subsidies for this being provided by C&W's
competitors including Digicel. Our document noted that Mobile operators are the main providers
of universal service / access in Dominica — not C&W, and that mobile network operators should
not therefore pay access subsidies.

Digicel's Part | document thus refutes C&W's claim that, “The object of this approach is to
ensure universal access with all its associated benefits of maximising the positive externalities
and ensuring the prowision of a public good” This refutation is supported by the econometric
evidence which is cited in Digicel's response. It is also noted that in a competitive environment
(i.e. no separation of local and long distance sectors as in the USA) an ADC scheme is
inevitably distortionary, no matter how well designed, and that ADC schemes are primarily an
academic construct that do not translated into a defensible policy in practice.

In this Part Il document, Digicel reports on: (1) an analysis of likely access costs and the scale
of C&W's access deficit (AD) in Dominica. Digicel's analysis suggests that there is no AD in
Dominica and that therefore ADC funds paid to date should be returned to the contributors; and
(2) even if C&W did have an AD, we explain serious flaws in the present ADC system which in
themselves warrant ex post facto adjusting payments from C&W.

2 THE SCALE OF C&W ACCESS DEFICIT

C&W's standard residential and business line rentals are presently EC%24 .00 and EC%48.00 per
month respectively, and in each case the connection charge is EC$150.00. Information we have
from bottom-up access network cost models suggests that the $48 is higher than the average
monthly cost of providing access in high income countries while the 524 is less than cost.

An analysis of whether an AD exists requires costs and revenue of business and residential
customers to be considered.’ One way of doing this is to weight the different line rental charged
to residential and business subscribers according to the relative numbers of each. By doing this,
we obtain a weight line rental of EC511.17 per month or EC$134.04 per year. This line rental

' An exception would arise if the economies of scale available in servicing the central business district
(CBD) are sufficient to enable competition to occur in access provision — something we tend to see in
areas where there are many organisations with very large annual telecommunications expenditures, e.g.
the London, Paris and Frankfurt CBDs and on Manhaftan Island) which is not the case for Dominica.
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