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Summary

In this Decision, the Telecommunications Commission (the “Commission”) has determined that
the maximum allowable interconnection rates in the Turks and Caicos Islands ("TCI") will be
reduced starting September 1, 2025. The Commission expects that these reductions will result in
consumer benefits, including in the form of lower retail calling prices.

Pursuant to its Consultation Document (Public Notice 2025-06) of March 27, 2025 the
Commission initiated a public consultation process to review current domestic call
interconnection rates in TCI — i.e., the domestic mobile termination rate ("MTR"), domestic fixed
termination rate ("FTR") and transit service rates (“TR”).

This is the fourth interconnection review that the Commission has undertaken since 2010. The
Commission decisions that have stemmed from these prior reviews (Decisions 2011-2, 2014-4
and 2020-2) have resulted in cumulative reductions in the MTR, FTR and TR of $0.1370,
830.0270 and 30.0130 (91%, 90% and 87%), respectively. These reductions have ensured that
TCI has maintained domestic interconnection charges in line with its Caribbean neighbours, to
the benefit of TCI residents.

The third of three mandated interconnection rate reductions pursuant to Decision 2020-2 were
implemented on April 1, 2023. Those rates currently remain in force. In the Consultation
Document the Commission determined these current rates are high relative to those in other
Caribbean jurisdictions and, as a consequence, that they are not properly cost oriented as
required under the regulations and should be reduced.

As in the case of its previous interconnection reviews, the Commission adopted a benchmarking
approach to determine fair and reasonable cost-oriented interconnection rate maxima based on
comparable interconnection rates in other Caribbean jurisdictions. The approach includes
benchmark sample normalization adjustments to take into account demographic, socio-economic
and other environment differences between the benchmark jurisdictions and TCI. Based on the
Commission's benchmarking analysis and considering the submissions of interested parties —
Cable & Wireless (TCI) Ltd. ("Flow") and Digicel (TCI) Ltd. — the Commission has determined
that the maximum allowable interconnection rates should be reduced as follows:

Table 1: Final Interconnection Rate Maxima Determinations
Date MTR FTR TR
Current $0.0130 $0.0030 $0.0020
From October 1, 2025 $0.0065 $0.0025 $0.0012

To implement this Decision, the Commission directs each of Flow and Digicel to provide the
Commission by September 1, 2025 revised copies of their respective Interconnection
Agreements, including the final approved interconnection rate maxima set out above, with an
effective date for those rates of October 1, 2025.
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1 Introduction

1.

In this Decision, the Telecommunications Commission (the “Commission’) sets out its
determinations on maximum allowable domestic call interconnection rate levels in the
Turks and Caicos Islands (“TCI”) as proposed with supporting rationale in its “Fourth
Review of Interconnection Rates Consultation Document”, issued March 27, 2025 (the
"Consultation Document").

The interconnection rates under review in the public consultation process include the:
1) domestic call mobile termination rate ("MTR"),!
i) domestic call fixed termination rate ("FTR"),> and
1i1) transit rate (“TR”).>

The Consultation Document describes the Commission’s benchmarking approach used to
review the continued reasonableness of the existing MTR, FTR and TR maxima set out in
section 19 of the Telecommunications (Interconnection and Access to
Telecommunications Facilities) Regulations (the “Interconnection Regulations”). This
review constitutes the Commission’s fourth review of interconnection rates in TCI. The
benchmarking approach mirrors the approach previously adopted by the Commission in
Telecommunications Decision 2011-2, Decision on the Mobile Termination Rate Review,
issued January 24, 2011 ("Decision 2011-2"), Telecommunications Decision 2014-4,
Decision on the Review of Interconnection Rates, issued June 20, 2014 (“Decision
2014-4”) and Telecommunications Decision 2020-2, Decision on the Review of
Interconnection Rates, issued October 13, 2020 (“Decision 2020-2”) —i.e., the
Commission’s first, second and third interconnection rate reviews.

Decisions 2011-2, 2014-4 and 2020-2 have resulted in cumulative reductions in the MTR,
FTR and TR of $0.1370, $0.0270 and $0.0130 (91%, 90% and 87%), respectively, over
the last fourteen years. These reductions have ensured that TCI has maintained domestic
interconnection charges in line with its Caribbean neighbours, to the benefit of TCI
residents.

The third of three mandated interconnection rate reductions pursuant to Decision 2020-2
were implemented on April 1, 2023. Those rates currently remain in force. Based on the
preliminary benchmarking analysis and results set out in the Consultation Document, the

Referred to as the PLMN Terminating Access Services "Mobile Termination Part" under Part 2 of the Tariff Schedule
associated with the licensed operators’ Interconnection Agreements.

Referred to as PSTN Terminating Access Services "Usage Charges" under Part 2 of the Tariff Schedule associated with the
licensed operators’ Interconnection Agreements.

The TR covers two types of transit services: (i) the local transit rate ("LTR"), which is charged by Cable and Wireless (TCI)
Limited (“Flow”) when transit over its fixed network is required to terminate calls to Flow’s mobile subscribers and (ii) the
transit service rate ("TSR"), which is charged to transit call traffic over a fixed network to a domestic third-party service
provider’s network. The first TR rate is referred to as the PLMN Terminating Access Services "Transit Part" under Part 2 of
the Tariff Schedule associated with licensed operators’ Interconnection Agreements. The second rate is referred to as PSTN
Transit Services "Usage Charges" under Part 4 of the Tariff Schedule associated with licensed operators’ Interconnection
Agreements.



Turks and Caicos Islands Telecommunications Commission
Decision on the Fourth Review of Interconnection Rates

Commission put forward a set of proposals for single-step reductions to current maximum
allowable levels for the MTR, FTR and TR, effective September 1, 2025 (the
"Proposals").

The Commission received responses (“Responses”) to the Consultation Document from
the following parties:

1) Digicel (TCI) Limited (“Digicel”), dated April 30, 2025; and
i1) Cable and Wireless (TCI) Limited (“Flow”), dated May 5, 2025.

Digicel and Flow provided detailed Responses to the Consultation Document, which
included comments on each of the Consultation Questions included in the Consultation
Document. In addition, Digicel provided a Reply Response, dated May 26, 2025, in which
it commented on Flow’s Response.

In what follows, Section 2 reviews the parties’ responses to the Consultation Questions
included in the Consultation Document. In each case, the Commission provides a
summary of parties’ comments and its conclusions regarding their impact, if any, on the
Commission’s final interconnection rate maxima determinations (the "Determinations").
Lastly, the Commission also directs the licensed operators to give effect to the
Determinations set out in this Decision.

2 Responses to the Consultation Questions

9.

2.1
10.

The Consultation Document included six Consultation Questions. These questions
covered a variety of topics including: (1) the legal and regulatory basis for the current
review of interconnection rates based on benchmarking; (2) the proposed benchmarking
selection criteria to establish the benchmarking sample; (3) the assessment of the trends in
interconnection rates based on benchmarking sample; (4) the methodology relied on by
the Commission to set MTR, FTR and TR maxima; (5) the Commission’s Proposals; (6)
implementation of this Decision. In what follows, the Commission reviews parties’
responses to and provides its conclusions on each of the Consultation Questions,
including any impacts the responses have on the Commission’s MTR, FTR and TR
maxima Determinations.

Legal and Regulatory Framework

Section 3.1 of the Consultation Document summarizes the relevant legal and regulatory
provisions relating to the Commission’s authority to review and set on its own motion the
maximum allowable level of interconnection rates in TCI. These provisions include
policy directives under Telecommunications Policy 2013 (the "Policy"), sections 23 and
25 of the Telecommunications Act 2021 (the "Act"), and regulations 4, 14, 15 and 19 of
the Interconnection Regulations (as amended).
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As explained in Section 3.2 of the Consultation Document, these provisions support the
use of the benchmarking methodology proposed by the Commission to develop its
Proposals, consistent with its use of benchmarking in Decisions 2011-2, 2014-4 and 2020-
2.

In this respect, Consultation Question #1 asked parties to provide any comments they may
have on:

... matters related to legal and regulatory provisions relating to the
establishment of interconnection rate maxima in TCI. Any alternative proposals
or suggestions offered by Respondents should include, as necessary, supporting
rationale and evidence.

2.1.1 Parties’ Responses

13.

14.

15.

In its Response, Digicel stated that the use of benchmarking to set interconnection rates is
flawed. Digicel cites regulations 4(1)(a), (d) and 15(2) of the Interconnection Regulations
and sections 23(1)(d), (2)(b) and 25(4) of the Act to argue that the Commission must use
a rate-setting methodology that applies “to costs incurred or liable to be incurred by the
licensee providing the services”. Digicel noted that a benchmarking approach by its
nature relies on the costs calculated in respect of “other operators in other markets”.
Consequently, according to Digicel, benchmarking cannot yield a cost-oriented rate as
required under section 25(4) of the Act and, therefore, Digicel considers the use of
benchmarking by the Commission for interconnection rate-setting purposes to be flawed.

In its Response, Flow noted that it supports the use of the benchmarking methodology and
indicated that it considers it to be consistent with the legal and regulatory provisions with
respect to the objective “cost orientation”. In addition, Flow noted that while it would
prefer use of a long run incremental cost (“LRIC”’) modeling approach to set
interconnection rates, it is “satisfied that the rates derived from a benchmarking sample
can produce appropriate results, given the sample is accurately specified and normalized
to make it comparable to market for interconnection in TCI”. Subject to this qualification,
Flow stated that it supports the Commission’s use of a benchmarking methodology in this
proceeding to set interconnection rates in TCI.

In its Reply Response, Digicel took issue with Flow’s support of the use of benchmarking
to set interconnection rates, reiterating its view such an approach is inconsistent with
section 25(4) of the Act with respect to “cost-orientation”. In this regard, it further argued
that the vintage of some interconnection rates in other jurisdictions means they “are not
representative of the current market realities from an interconnection cost perspective”
and that the Commission’s “non-consideration of extant market dynamics” is not
consistent with the cost-orientation requirement under the Act. Digicel advocated for the
Commission to consider other “cost modelling approaches/methodologies to determine

cost-oriented interconnection rates”.



Turks and Caicos Islands Telecommunications Commission
Decision on the Fourth Review of Interconnection Rates

2.1.2 The Commission’s Determinations

16.

17.

18.

19.

20.

21.

The Commission notes the views expressed by Digicel and Flow regarding the legal and
regulatory framework for the Commission’s current review of interconnection rates, and
in particular the use of benchmarking methodology to set interconnection rate maxima.

First, the Commission acknowledges Flow’s general support for the Commission’s use of
benchmarking methodology as being fully consistent with legal and regulatory obligations
under the Act and Interconnection Regulations.

On the other hand, the Commission considers that Digicel’s claims that the use of a
benchmarking approach is flawed to be unfounded and mistaken. While this line of
argument by Digicel is similar to what it asserted in the third interconnection review
(which the Commission rejected in Decision 2020-2), its current position is diametrically
opposed to its earlier general agreement with the use of a benchmarking methodology for
interconnection rate-setting purposes in the first and second interconnection reviews.

In the third interconnection rate review, the Commission ruled in Decision 2020-2 that
Digicel had relied on a narrow reading of section 25(4) of the Act without regard to other
directly-related applicable provisions of the Interconnection Regulations and, in
particular, regulation 15 which excluding a minor carve out, states that the Commission
shall determine the methodology to be used for determining cost-orientation. As further
stated in Decision 2020-2, “That said, neither the Act nor the Interconnection Regulations
specify any specific approach that must be used to set interconnection rates.”* The same
applies with respect to Digicel’s repeated assertions in the current review.

The further arguments put forward by Digicel in its Reply Response are not persuasive.
Specifically, while Digicel argues against the inclusion of the interconnection rates from
the ECTEL member-states because they are “dated”, it does not propose a specific
revision to the “Vintage of Regulatory Decision” criterion (as it could have addressed in
response to Question 2). As discussed below, this appears to be because Digicel is simply
opposed in principle to the application of any form of benchmarking for interconnection
rate-setting purposes.

The Commission notes, however, that benchmarking is a common approach used to set
regulated rates, including interconnection rates. Based on a discussion of the alternatives,
including cost modelling, commercial negotiations and benchmarking, the Commission
found in the context of the first interconnection rate review that commercial negotiations
are not appropriate, that cost modelling studies are “costly, time consuming and
disproportionate in terms of effort relative to the benefit in the case of a small population
jurisdiction such as TCI® and thus that “benchmarking represented the most practical and
cost effective approach for the exercise at hand.”® Based on this determination, the
Commission has consistently used a benchmarking approach in the first three
interconnection rate reviews as well as this fourth review. In each of the three previous
reviews, the Government accepted and approved the Commission’s recommended

4

5

6

Decision 2020-2, paragraph 17.
Second Review of Mobile Termination Rate Consultation Document, November 10, 2020, pages 10-11.

Ibid.
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interconnection rate maxima. Consequently, the Commission does not accept Digicel’s
argument that a benchmarking approach is flawed.

Further, as noted above, Digicel’s current position is diametrically opposed to its earlier
general agreement with the benchmarking methodology in the first and second
interconnection reviews. For instance, when comparing the use of benchmarking to
alternative cost modeling approaches in the first review, Digicel stated:

We agree that a benchmarking exercise makes more sense for the
Commission to adopt than attempting a detailed cost modeling exercise given
the high costs of implementing the latter relative to the number of customers
in the Turks and Caicos.’

Accordingly, the Commission continues to be of the view that a benchmarking approach
for setting interconnection rate maxima in TCI is appropriate and, moreover, fully
consistent with the Act and Interconnection Regulations, and past practice in the three
previous interconnections rates reviews.

Proposed Benchmarking Sample

Section 4.1 of the Consultation Document describes the proposed Benchmarking Sample
used for interconnection rate maxima setting purposes. It includes a description of the
benchmarking sample section criteria and the benchmarking sample interconnection rate
data update process, including exchange rates assumptions. As well, Section 3.1 describes
the rationale for the development of a sub-sample set of jurisdictions where cost-based
rates are in effect (i.e., LRIC-based rates with or without a contribution for fixed and
common costs — i.e., LRIC+ or Pure LRIC, respectively). Consequently, two calculated
benchmark averages are considered in the analysis for each interconnection rate under
review — the “All Sample” and “Cost-Based Sample” benchmark averages.

In this respect, Consultation Question #2 asked parties to comment on:

... on the Commission’s proposed Benchmarking Sample selection criteria, the
jurisdictions included in the proposed Benchmarking Sample as well as any
other issues considered relevant to the establishment of a benchmarking sample.
Any alternative proposals or suggestions offered by Respondents should
include, as necessary, supporting rationale and evidence.

2.2.1 Parties’ Responses

26.

In its Response, Digicel continued to argue against the use of the proposed benchmarking
methodology from a number of perspectives. First it argued, mistakenly, that the
Commission’s “Vintage of the Regulatory Decision” criterion includes data from 2010
and thus is outdated. Second, it argued that with the objective of increasing the size of the
benchmarking sample, the Commission should revise its “Regional Geography” criterion
(that only includes jurisdictions in the Caribbean Region) to include a broader set of

7

Digicel Response to Initial Consultation Document of First Interconnection Review, August 25, 2010, page 5.
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jurisdictions, specifically including the balance of 39 Small Island Developing States
(“SIDs”) and the related 18 Associated Members.

For its part, Flow stated its support for the sample selection criteria being used by the
Commission as “both reasonable and comparable as it seeks to ensure a benchmarking
sample of reasonable breadth and diversity.”® In addition, Flow highlighted its “full
support” for the “Vintage of Regulatory Decision” selection criterion requiring
interconnection rates to be included in the benchmarking sample only if they have been
implemented “within the previous ten year period”. Flow stated that it believes that this
criterion results in benchmarking rates that are “representative of current per unit
interconnection costs”.

In its Reply Response, Digicel disagreed with Flow’s support of the benchmarking
selection criterion and reiterated its opposition to the use of a benchmarking
methodology.

2.2.2 The Commission’s Determinations

29.

30.

31.

The Commission acknowledges Flow’s general support for the benchmarking sample
selection criteria generally and specifically for the “Vintage of Regulatory Decision”
criterion. Flow did not comment specifically on the particular jurisdictions that were
included in the benchmarking sample as a result of the application of the seven selection
criteria.

For Digicel’s part, its argument relating to the vintage criterion appears to be based on a
misreading of the Consultation Document because Digicel suggests the benchmarking
sample includes “jurisdictions where regulatory authorities have revised interconnection
rates since January 2010” or “15 years of interconnection rates”!°. This is incorrect. The
Consultation Document clearly states that the “Vintage of Regulatory Decision” criterion
covers a 10-year period, not 15.!" As noted above, this ten-year period was understood
and supported by Flow. Further, the application of the ten-year vintage period in the
current fourth review was explained in the Consultation Document in relation to the
previous third review:

Compared to that sample, the current sample excludes Anguilla, Cayman
Islands and Dominican Republic because their most recent regulatory
decisions establishing new interconnection charges took place more than ten
years ago and therefore do not meet the vintage of regulatory decision
criterion.'?

In the same vein, Digicel questioned the inclusion in the benchmarking sample of the
interconnection rates for the ECTEL member states because the corresponding

Flow Response, paragraph 2.3.
Digicel Response to Question 2.
Idem.

Consultation Document, page 7.

Consultation Document, page 8
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interconnection rate decision in that case was issued in 2018. The Commission notes that
these jurisdictions meet the ten-year “Vintage of Regulatory Decision” criterion that the
Commission considers is a reasonable threshold for it to be representative of current
interconnection costs. Furthermore, Digicel does not provide an alternative number of
years to be included in a revised “Vintage of Regulatory Decision” criterion. Moreover,
the Commission notes that this line of argument appears to be contrary to that taken by
Digicel during the third interconnection review, wherein Digicel argued against the
exclusion of jurisdictions that were older than ten years.'?

With respect to the Digicel benchmarking sample geographic scope argument, the
Commission continues to be of the view that jurisdictions from the same region — i.e., the
Caribbean — are more likely to face comparable geographic, environmental and socio-
economic conditions to those that hold in TCI than other regions of the world. Further, the
Commission considers that number of sample jurisdictions included in the present
benchmarking sample is sufficiently large to provide a valid basis to set interconnection
rate maxima. In this context, the Commission therefore does not consider it necessary or
appropriate to revise the regional geography criterion to include other SIDs or Associate
Member jurisdictions.

Moreover, the Commission considers such an expansion could potentially add too many
heterogenous jurisdictions because of very different geographic, demographic, economic
and operating conditions relative to TCI. For example, Singapore is a very high-income
country with a population of six million, while Guyana, Belize and Suriname, and
Guinea-Bissau, are not island states. Yet these five countries are included as SIDs or as
Associate Members.

Lastly, the Commission notes that excluding these 5 countries leaves 52 SIDs and
Associate Members, of which 26 or 50% are in the Caribbean region and, therefore, are
included in the universe of jurisdictions that meet the “Regional Geography” (Caribbean
region) and “Physical Geography” (island-nations) criteria under the proposed
benchmarking selection criteria. All 26 Caribbean jurisdictions have been screened
through the full set of seven selection criteria, which results in the benchmarking sample
proposed in the Consultation Document. All to say that the proposed methodology is
already relatively expansive, capturing fully half of the proposed larger universe of
jurisdictions.

Accordingly, the Commission continues to be of the view that the sample selection
criteria and the jurisdictions included in the proposed benchmarking sample are
appropriate.

Interconnection Trends since Decision 2020-2

As illustrated in Section 4.2 of the Consultation Document, both the All Sample and Cost-
Based Sample benchmark interconnection rate averages have decreased significantly over
the last 15 years. This decrease was concentrated during the first 10 years, from 2010 to

13 Digicel Response to PN 2020-5, response to Question 3: “The vintage of the regulatory decision criterion contains elements
of pre-judgement. Comparators which were perfectly acceptable to the Commission in the previous reviews have been
excluded because they have not changed their rates.”
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2020, relative to the more modest decreases in the most recent five years, from 2020 to
2025.

37.  The implementation of Decisions 2011-2, 2014-4 and 2020-2 have resulted in cumulative
reductions in the MTR, FTR and TR of $0.1370, $0.0270 and $0.0130 (91%, 90% and
87%), respectively, over the last fifteen years. These reductions have ensured that TCI has
maintained domestic interconnection charges in line with its Caribbean neighbours, to the
benefit of TCI residents.

38.  Based on its review of recent international interconnection rate level and cost trends the
Commission considers that the current MTR, FTR and TR maxima in TCI are too high.
Given the significant interconnection rate reductions that have occurred between 2010
and 2020, and the more modest decreases over the last five years in the benchmark
interconnection rate averages, the Commission considers that further reductions in
interconnection rates in TCI should also be relatively modest going forward over the
course of the next several years.

39.  In this respect, Consultation Question #3 asked parties to comment on:

... the Commission’s analysis of historical trends in MTRs, FTR and TRs,
including the Commission’s preliminary conclusion that the allowed maxima for
all three of these interconnection rates should be reduced in TCI. Any
alternative perspectives offered by Respondents should include, as necessary,
supporting rationale and evidence.

2.3.1 Parties’ Responses

40.  Digicel provided a relatively very short Response to this question, reiterating its
contention that the benchmark sample includes outdated interconnection cost elements.

41.  For its part, Flow noted that “the historical trend within the region in the reduction of
MTRs, FTRs and TRs supports further reduced [interconnection] rates”!*. While Flow
supports reducing the MTR and FTR to the levels proposed in the Consultation
Document, it is also supportive of reducing them to even greater extent to the cost-based
benchmarking samples averages included in the Consultation Document. 3

2.3.2 The Commission’s Determinations

42.  The Commission acknowledges Flow’s general support for the Commission’s conclusion
that the trend in the benchmarking sample averages supports further reductions in the
interconnection rate maxima in TCI. The Commission also notes that Flow specifically
supported not only the proposed the MTR and FTR maxima, but even greater
interconnection rate reductions than those proposed in the Consultation Document.

43.  Asnoted above, Digicel did not provide any new arguments in its Response to this
question. Rather, Digicel repeated its assertion that benchmark sample includes outdated

14 Flow Response, paragraph 2.5.

15" Flow Response, paragraph 2.6.
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interconnection rates. The Commission has already refuted and rejected this argument
above.

Accordingly, the Commission remains of the view that the current maxima for all three
interconnection rates — the MTR, FTR and TR — should be reduced as proposed in the
Consultation Document. While Flow’s has suggested that the current maxima should be
reduced even further, the Commission considers that doing so may not leave sufficient
margin for fixed and common costs, as discussed in the next section.

Rate Maxima Determination Methodology

Section 5.1 of the Consultation Document sets out the Commission’s benchmarking
methodology for setting interconnection rate maxima in TCI. It follows past practice from
previous reviews and consists of five elements: (1) determination of the Benchmarking
Sample; (2) calculation of the All Sample and Cost-Based Sample Benchmark Averages;
(3) development of the Benchmark Average Rate Projections; (4) determination of “end
point” interconnection rates based on the Benchmarking Sample Average projections; and
(5) establishment of Glide/Transition Paths for the forward-looking interconnection rate
maxima determinations.

In this respect, Consultation Question #4 asked Respondents to comment on:

... the Commission’s proposed forward-looking benchmarking methodology for
setting MTR, FTR and TR maxima. Any alternative methodological proposals
or suggestions offered by Respondents should include, as necessary, supporting
rationale and evidence.

2.4.1 Parties’ Responses

47.

48.

In its Response, Digicel reiterated its proposal that the Commission undertake a cost
modelling exercise rather than the current benchmarking methodology. Digicel also
objected to the inclusion in the benchmarking sample of three jurisdictions that use the
Pure LRIC approach because they do not include a contribution for fixed and common
costs as required by the Interconnection Regulations. In discussing the Commission’s
reasonableness cross-check for the proposed interconnection rate maxima, Digicel also
noted that the Commission did not provide rationale for its 15% reference mark-up for
fixed and common costs. Lastly, Digicel argued that the Commission should consider a
multi-step rather than single-step glide path for its proposed rate reductions.

For its part, Flow highlighted that the Commission’s “forward-looking” benchmarking
methodology used in the Consultation Document is consistent with its previous
interconnection rate reviews. However, Flow asked that the Commission provide a source
for the 15% reference mark-up included in the analysis. Flow also added that it supports
the single-step approach to the reduction of the interconnection rate maxima.

2.4.2 The Commission’s Determinations

49.

In response, the Commission first notes that it has addressed and rejected Digicel’s
arguments against the use of a benchmarking methodology to set interconnection rate

10
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maxima. Second, Digicel’s and Flow’s comments on the proposed rate maxima reduction
glide path are addressed in the following section. The Commission below responds to
Digicel’s comments on the exclusion of Pure LRIC observations and to Digicel’s and
Flow’s comments on its use of a 15% mark-up as a reference point.

The Interconnection Regulations require that interconnection rates include a proportionate
contribution to fixed and common costs. As noted, the Cost-Based average includes rates
with and without such a contribution, LRIC+ and Pure LRIC, respectively. To ensure that
the maxima included such contribution, therefore, in its previous interconnection rate
reviews the Commission set the maxima at a level deemed to be sufficiently above the
Cost-Based average.'® It is on this basis that the Commission has rejected in the past, and
continues to reject the suggestion in this review, to exclude Pure LRIC observations.

It is important to note that the Interconnection Regulations do not quantify
“proportionate” contribution, either as a quantum or a percentage over other costs. The
Commission also notes that there is no sector-standard approach to determining such a
percentage and that from a benchmarking perspective such margins or mark-ups are not
generally disclosed or are considered confidential by regulatory authorities and operators.
There are some exceptions, however, and the Commission proposed a reference point
based on the publicly-available mark-up for interconnection service rates used by the
Canadian Radio-television and Telecommunications Commission (“CRTC”), namely
15%.!7 This mark-up percentage was used by the Commission solely as a reference point
to determine whether the maxima were sufficiently above the Cost-Based averages to
include a proportionate contribution to fixed and common costs.

For this purpose, in Table 3 of the Consultation Document, the Commission calculated
the margin of the proposed maxima over the Cost-Based averages for the MTR, FTR and
TR, respectively at 23%, 26% and 29%. These are all above the 15% reference point.'®
Based on this reasonableness test, the Commission is satisfied that the proposed
interconnection rate maxima are sufficiently above the Cost-Based averages to include a
proportionate contribution to fixed and common costs.

Accordingly, the Commission concludes that its proposed benchmarking approach used to
set interconnection rate maxima in the Consultation Document is reasonable and
appropriate. It is fully consistent with the approach followed in previous interconnection
rate reviews. Based on its reasonableness test, the Commission is satisfied that the
proposed interconnection rate maxima are sufficiently above the Cost-Based averages to
include a proportionate contribution to fixed and common costs.

16

Consultation Document issued February 24, 2020, page 17.

See Telecom Decision CRTC 2006-35 of 29 May 2006, paragraph 119 (https:/crtc.gc.ca/eng/archive/2006/dt2006-35.htm).
Further, the CRTC has also used mark-ups of 15%-25% for access services in Telecom Decision 2023-196 of 7 July 2023,
paragraphs 17 and 18: https://crtc.gc.ca/eng/archive/2023/2023-196.htm

An alternative reasonableness test assesses the implicit contribution mark-up over the Pure LRIC average. This alternative
perspective takes into consideration that the LRIC+ observations already include a contribution to fixed and common costs,
and therefore so do the Cost-Based averages, albeit in a reduced manner. In effect, the Commission calculated these implicit
mark-ups of the proposed maxima over the Pure LRIC averages and confirms that they are all well above the 15% reference
point, further validating the reasonableness of the maxima.

11
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2.5 Interconnection Rate Maxima Proposals

54.

Sections 5.2 to 5.5 of the Consultation Document set out the Commission’s MTR, FTR
and TR maxima proposals, which were previously summarized in Table 3. In this regard,
Consultation Question #5 asked Respondents to comment on:

... the Commission’s MTR, FTR and TR Proposals. Any alternative proposals
or suggestions offered by Respondents should include, as necessary, supporting
rationale and evidence.

2.5.1 Parties’ Responses

55.

56.

In its brief Response to this question Digicel reiterated its view that the proposed
interconnection maxima are a significant underestimation of the actual costs of providing
these services in TCI.

For its part, Flow noted that it considers that the interconnection rates are generally
moving closer to zero, and that therefore Flow urges the Commission to reduce rates
further towards the respective Cost-Based averages. Flow also reiterated its agreement
with a single-step implementation of the interconnection maxima.

2.5.2 The Commission’s Determinations

57.

58.

59.

The Commission has already explained its disagreement with Digicel’s view that the
interconnection maxima underestimate interconnection costs (including a proportionate
contribution to fixed and common costs) above.

The Commission concludes that the proposed interconnection maxima set out in the
Consultation Document remain appropriate. No credible evidence or rationale was
provided by either Digicel or Flow to alter the findings of the Commission’s
benchmarking analysis and findings presented in the Consultation Document.
Accordingly, the Commission’s final interconnection rates maxima determinations are set
out in Table 4.

The Commission notes that while Digicel proposed that interconnection rate maxima
reduction should be implemented through a multi-step process, Flow supported a single-
step process as proposed in the Consultation Document. Given the relatively modest size
of the reductions from an absolute perspective, the Commission maintains its view that
they should be implemented in a single-step manner as indicated in Table 4.

Table 4: The Commission’s Final Interconnection Rate Maxima Determinations

Date

MTR

FTR

TR

Current

$0.0130

$0.0030

$0.0020

Maxima from October 1, 2025

$0.0065

$0.0025

$0.0012

2.6 Implementation and Other Issues

60.

Section 6 of the Consultation Document addresses a series of administrative and
implementation matters, including proposing to remove the flow-through obligation for
mandated interconnection rate changes. Further, given the changes set out in the legal and
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regulatory framework, the implementation of these mandated reductions have been
streamlined, so that pursuant to the current decision, Flow and Digicel will be provided
thirty (30) days to provide revised copies of their respective Interconnection Agreements
including the final approved interconnection rate maxima, with an effective date for those
rates as set out in this Decision. Lastly, given its assessment of trends and the mandated
reductions included in this Decision, the Commission does not consider it necessary to set
a date for the next interconnection review. That said, should circumstances change, the
Commission may initiate a further review on its own motion or if an interested party
provided a reasoned basis for doing so.

In this regard, Consultation Question #6 asked parties to comment on:

... on the Commission’s proposed flow-through obligation, implementation
process and timing of the next interconnection rate review as well as any other
issues relevant to this review. Any alternative proposals or suggestions offered
by Respondents should include, as necessary, supporting rationale and evidence.

2.6.1 Parties’ Responses

62.

63.

In its Response, while Digicel suggested the existing interconnection rate flow-through
process applicable to Flow that was adopted in previous reviews could be maintained, it
appeared to not be opposed to its elimination as proposed in the Consultation Document.

On the other hand, Flow welcomed the Commission’s proposal to discontinue the flow-
through obligation. Flow also stated its disagreement with the Commissions assessment
that interconnection rates are unlikely to decrease much further in the coming few years.
Flow is of the view that interconnection rates will trend toward zero in the context of a
move to “bill and keep” settlement system in the Caribbean region.

2.6.2 The Commission’s Determinations

64.

65.

66.

Though its response was somewhat ambiguous, Digicel was not opposed to the proposal
to discontinue the flow-through obligation, to which Flow was in strong agreement.
Consequently, the Commission has concluded that the flow-through obligation applicable
to Flow is eliminated going forward.

While Flow disagreed on the Commission’s assessment of the trajectory of
interconnection rates in the Caribbean region, should evidence of further significant
reductions in interconnection rates materialize, then the Commission may initiate a further
review of interconnection rates on its own motion. As well, such a review could also be
triggered by an interested party, including Flow, were they to provide a reasoned basis for
doing so.

On the matter of implementation, as proposed in the Consultation Document, the
Commission directs each of Flow and Digicel to provide the Commission by September
1, 2025 revised copies of their respective Interconnection Agreements, including the final
approved interconnection rate maxima set out in Table 4, with an effective date for those
rates of October 1, 2025.
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