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1. Overview

Privacy Statement

This document, its associate appendixes (present and future), as well as any related information are the

sole property of GSC Group.

Any partial or complete use of the information contained is subordinate to GSC Group membership.

No part of this publication may be reproduced or transmitted in any form or by any means, electronic or
mechanical, including photocopy, recording or any information storage and retrieval system, without
permission in writing from GSC Group.

1.1 Background

GSC Group members were tasked to draft guidelines and a common approach on how to standardize
the Billing & Settlements Annex to an International Interconnect Agreement.

This document targets to consolidate the input from GSC Group workshop on this topic.

1.2 Abbreviations

Abbreviation

Description

GSC, GSCG, or GSC Group

Global Solutions Council (formerly the Global Settlements
Carrier Group)
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2. Introduction

2.1 Intended Audience

This document is intended for GSC members

2.2 Objective and Scope

The objective of this document is to assist the GSC members in standardizing Terms & Conditions to
be reflected in an International Interconnect Agreement. This document will be made available to all
GSC Group Members and Benefactors and intended to be limited in application to the supply of
telecommunications products and services.

2.3 Benefits of Standardizing Guidelines
The benefits that the guidelines are envisioned to bring to GSC members are as follows:

* Help in the formulation of an International Interconnection Agreement by telecommunication
operators, if none is yet in place, according to their needs or review their existing policy and
enhance according to latest standard Terms & Conditions.

* Ensure efficiency in managing accounts.

2.4 Role of International Interconnection Agreement

International Interconnection Agreement is a commercially negotiated, legally binding, contract that
defines and establishes the rights and obligations between two parties in the provision of international
voice services. The agreement describes the various dimensions of the business relationships, which
may include the following:

» Effective dates

* Legal existence of parties to agreement

» Definitions to specific terms used

* Background to the agreement

* Provision of subjected services

* Legal aspects: Liability, representations & warranties, confidentiality and reference to specific laws
* Dispute handling

* Fraud dispute handling

» Suspension of service

* Technical details of interconnection along cost sharing models.
* Billing & charging principles

» Settlement & payment methods, etc.

An International Interconnect Agreement is the reference document in case of any business deal
compliance issues coming on the way of business relationships which is enforceable at law. As this
document also covers Billing & Settlements, it becomes very important to define a set of guidelines
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ensuring true reflection of terms and conditions related to the subject.

2.5 Important Factors in International Interconnection Agreements

* Cost sharing on physical interconnection

* Charging principles for international voice traffic

» Service definitions i.e products being covered

* Rates & numbering plan

* Chargeable duration & granularity

* Mode of traffic billing and declarations

* Billing, settlements & payment milestones

* Invoicing details i.e. important fields

* Dispute process & tolerance limits

* Fraud process & requirements in terms of documentation, etc.
* Time zones

* Payment terms

* Securitisation

* Netting across different agreements between the same or multiple entities
* Tax authority exemption documentation

* Application of taxes

* Payment delay penalties = interest invoice?

» Banking logistics (including cost of banking transactions)

» Contact matrix

2.6 Key Objectives

The key objectives of the Billing & Settlement Annex or provisions in an International Interconnection
Agreement include, but not limited to, the following:

* Protecting financial interests in the transactions arriving from the business

» Clearly defining services and related charging principles

» Objective / measurable SLAs for billing, settlements & payment milestones
* Well defined credit terms along securitisation arrangements

* A clear contact matrix

* Applicability of taxes or additional charging

* A complete guide to billing & settlements arrangement between two parties
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3. Guidelines to Billing and Settlement
Contract Provisions

The following guidelines and suggestions expect to be the product of GSC workshops and proposals
by the various work groups

3.1 A Well-Defined Credit Policy & Terms

It is set of standards, processes and procedures encompassing all credit functions and activities of a
business organization. A credit policy works as a major base that is required to put major terms and
conditions in place for any International Interconnection Agreement.

3.2 Customer Segmentation

It is very import to segment existing and prospective customers in order to effectively position a draft
annexure with a prospective interconnect operator

Broadly in the international telecom industry customers can be defined in the following 3 different tiers
/ segments:

1. Tier-1- Incumbents / 2nd operators backed up by big business houses in their respective
countries with a significant amount of share in the market, i.e. owning customers and network /
having a global presence.

These operators typically work on post payment model with longer credit cycles.

2. Tier-2 — Non-incumbents with no global presence but supported by business houses and at least
10% of the market share. Owning customers and network for at least 3-5 years.

3. Tier-3 — Operators, who are not falling into the above 2 segments and their business model is
only on the basis of calling card operations or aggregation of traffic basis arbitrage opportunities.
Normally they do not have their market presence through fixed / mobile access, and they do not
own customers as well.

These operators typically work on pre-payment model with no credit cycles.

3.3 Types of Annex Drafts

Depending on the prospective interconnect partner’s profiling, credit policy and customer
segmentation, the following drafts can be worked out (along the other dimensions of the contract
provisions) as example templates:

1. A standard draft covering post payment terms
2. A standard draft covering post payment terms having credit limits / bank guarantees
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3. A standard draft covering pre-payment terms
4. A standard draft covering netting

3.1 Standard Draft covering Post Payment Terms

A standard International Interconnection Agreement with post payment terms should cover the
following dimensions in detail. These dimensions are almost common in all the type of annexes
mentioned above.

Cost Sharing on Physical Interconnection

* Visibility on costs associated with getting the interconnection live
* Should have a clear diagram stating this and identifying different cost legs.

» Should have a clear responsibility of costs defined for both the parties (can also be defined in
terms of percentages). Procurement responsibility of Interconnect facility can also be covered
under this.

Charging Principles for Voice traffic

* Proper definition of various services being covered by the agreement
* Reverse call charging mechanism (like ITFS, etc.)

* Bilateral traffic settlement termination rates

Wholesale / hubbing traffic termination rates

* Monetary unit

Rates & Numbering Plan

* Rate changes along communication logistics in details covering contact details
* Minimum notice period for increase in rates

* Minimum notice period for change in numbering plan

» Effect date for rate decreases

» Rate change confirmation logistics, etc.

Chargeable Duration & Granularity

Standard charging mechanism

* Any special incremental charging for calls (e.g. 6/6, 30/6, etc.)

* Any special charging mechanism for special destinations like Mexico, etc.

* Rounding off / up total duration at destination level for a billing period for charging purposes, etc.

Mode of Traffic Billing (Invoice or Declaration / Statement?)

» Clear coverage on traffic declarations
* Invoicing mechanism or ITU declarations

* Good to mention traffic direction, e.g. party may invoice the other party for the traffic terminated by
the terminating party on the behalf of originating party
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Billing, Settlements & Payment Milestones

* Billing frequency (e.g. weekly / fortnightly / monthly / other mutually agreed period)

* Definition of week (e.g. 1-7" or Monday to Sunday)

» Clearly identify billing period on invoice or traffic statement

* Billing within X days from the end of a billing period

* Billing by e-mail, fax or hard copy by courier, etc.

* Netting within Xx days from the end of a billing period

* Failure to provide invoice within time frame triggers “No Netting”, i.e. only gross payment
* Payment within Xxx days from the end of billing period / receipt of the creditor’s invoice
* Billing, settlement & payment currency

* Any currency and references thereof, as mutually agreed

Invoicing Details i.e. Important Fields

* Minimum details required in an invoice to verify
* Mentioning clearly the fields required like destination, duration, rates, VAT number, etc.

Dispute Process & Tolerance Limits

* Percentage and amount tolerance limit for any difference in traffic usage measurements
* No tolerance limit for any rate variance or clerical errors

* Mentioning maximum amount of the various thresholds

* Dispute registration logistics

* Dispute raising timelines

* Process of dispute analysis before working at CDR levels

* CDR level working (preferably to be avoided if being too cumbersome) and the CDR format, also
including Origin Based Rating (OBR) traffic / identification

* Timelines to resolve dispute
* Appointment of an independent expert, etc.

Time Zones

» Charging basis, the terminating or originating party’s time zone
* Charging basis, UTC / GMT by both the parties
* Charging with reference to GMT adjustments (like GMT+4, etc.)

Securitization

* Post payment cases (Tier-1) customers normally do not have these clauses
* Provisioning a possibility of demanding a security is advisable in certain unfavourable conditions

» Conditions like carrier’s payment habits in past, market intelligence, financial stability or other
relevant conditions.

» Right to request / provide financial statements, etc.
» Tax authority exemption documentation
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Application of Taxes

* Especially clarify VAT

* Notice period of imposing any taxes in the future

Payment Delay Penalties

* Normally not practically imposed by operators

» Stating interest rates for the delayed payments

* Applicability of interests with respect to disputed amounts
* Reference source and relevant dates

Banking Logistics (including Cost of Banking Transactions)

» Stating bank details for both sides

* Mentioning the payment currency account

» Cost of remittances to be borne by whom

* Who will bear the cost with intermediary bank?

* Changed details need to be confirmed by the counterpart

Contact Matrix

* Details of settlement account manager

¢ 1t [evel of escalation
* Final level of escalation

Clearly defining applicable taxes
* Inclusive / exclusive in settlement rates

» All possible contact details like e-mail ids, fax, fixed line and mobile, preferably functional

mailboxes, i.e. not linked to a certain individual
* Procedure on how and when to update the contacts

3.2 Standard Draft Covering Credit Limit,
Bank Guarantee / Letter of Credit

Credit Limit

Credit limit can be a result of the financial assessment performed by operators, wherein they mutually
agree to monitor respective interconnect usage for billed & unbilled traffic. Credit limit assignment
purely depends on the risk appetite and credit Policy of the parties entering into an International

Interconnection Agreement.

On the other hand, it can also be a result of handling all the International Interconnection Agreement
operators on credit limit blanket arrangement, wherein an operator defines the credit limit for all the
operators irrespective of its standing in the market with respect to customer segmentation.
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Bank Guarantee / Letter of Credit

For the purpose of the Billing & Settlements Annexes, an International Interconnection Agreement with
bank guarantee / letter of credit arrangements work almost in the same fashion as a credit limit. Here
credit monitoring is done with respect to the amount of security with an added advantage of
encashment in case of any defaults.

These agreements — if agreed between the parties to include in the International Interconnection
Agreement - should cover the following dimensions as well (in addition to points covered above in the
standard annex for post payment cases):

* Right to request / provide financial statements, etc.
» Application of credit limit / bank guarantee unilaterally or bilaterally
* Usage monitoring with respect to netting or gross basis,
e.g. for the purpose of this “Aggregate Payment Liability” means payments owed by the operator
to creditor that:
* have already been invoiced; and
* will be due for services already provided but are yet to be invoiced.
» Definitions of various thresholds for interim payments
* Time limits for interim payments and its sufficiency with respect to next payment so that limits are
not breeched again
* Relevance of limit to capacity activated
* Adjustment in capacity and its impact on credit limit utilization rates
* Right to take extreme actions at various thresholds
» Definition of notice period before resorting to extreme actions
» Clearly mention “Suspension without notice”, if applicable
* Process & authority for review and revision of credit limits or bank guarantee amounts
* Process to relax credit terms, in case payment history, if required
* Process for arriving at credit limit / bank guarantee, especially providing examples with respect to
capacity activated

3.1 Standard Draft Covering Pre-Payment
Pre-payment

This draft normally works with Tier-3 type of customer, wherein their business model works on trading
or arbitrage opportunities with no ownership of end-customers and with minimal investment in
infrastructure. Prepayment can be exercised with various options, wherein, depending on the risk
appetite, bargain power, payment capacity/ financial health of the buyer, like:

* Pre-payment model: In this option, the pre-payment stock is applied directly against the invoices
raised and being topped up as per thresholds and agreement.

» Cash deposit: This option works with a cash deposit from the customer, which is never applied to
invoices raised. Payment is made by the buyer as a normal post payment case within the payment
period. Cash deposit is normally the function of payment period and average net utilization per
day. Deposit can be applied to delinquent payments.

*« ESCROW Accounts: US & European operators also work with ESCROW accounts as an option to
deal with pre-payment operators.
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These agreements should cover the following dimensions as well (in addition to points covered above
in the standard contract provisions for post payment cases):

* Calculation model for pre-payment amounts, with examples
* Adjustments in the pre-payment with respect to additional capacity activation

* Floor pre-payments should be defined on peak utilization per day / per E1. It should work as
“Danger Level” for monitoring and blocking if customer reaches this level of prepayments.

* Defining pre-payment utilization should have various levels of thresholds, mentioning clearly the
actions like notifications at 70%, escalation at 80%, blocking at 95%, etc.

» Periodic traffic declarations should be properly defined in the agreement and adhered to for
provisional declarations and actual billing periods.

* Right to take extreme actions at various thresholds
» Definition of notice period before resorting to extreme actions
» Clearly mention “Suspension without notice”, if applicable

» Periodic prepayment topping up responsibility with customer covering traffic projections for the
upcoming period and automatic self-prepayment top-ups

It is always advisable to define thresholds in the International Interconnection Agreement to avoid any
confusion at a later stage with right to block with / without notice if the utilization crosses 100% at any
given point in time.

3.7 Standard Draft Covering Netting

The parties may deduct any amount that is due and payable to one party pursuant to the International
Interconnection Agreement (including any interest calculated) against any amount that is due and
payable by the other party under the International Interconnection Agreement (including any interest
calculated), but there may be a condition that such amounts are not subject to a dispute between the
parties.

Before deduction mentioned above, the party making such deduction shall send by fax, e-mail or other
mechanism as mutually agreed, to the other party a summary of each party’s due and payable
amounts, as follows:

* Monthly accounts / invoices will be rendered by each party and netted to determine a single
balance due from one party to the other.

» Debtor party issues a netting proposal to the creditor party within the mutually agreed timeframe
and await their confirmation before issuing the payment.

* Net balances due from one party to the other shall be paid within mutually agreed timeframe.

N N A P.O BOX 5538, 4801 DZ
‘ls. 4 BREDA, THE NETHERLANDS GSCGROUP.ORG




GUIDELINES FOR
BILLING & SETTLEMENTS ANNEX

4. A Quick-Step Guide on
Standardization of International
Interconnection Agreement provisions

* Try to standardise the common terms in all types of drafts
* Involve legal team to consider the legal dimensions for the contract provisions

* Involvement of settlements team / back office support team in discussions with operators at
agreement stage

» Briefing sales team on the types of standard terms

» Briefing sales team on possible variants to the standard terms generating various options to close
deals

» Try not to touch / change standard texts

* Insert/ filling in blanks for the sake of customising deals on dynamics like billing period, payment
period, % threshold, etc.

* Involve legal again, once an annex is finalised with an operator
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5. Conclusion

This document provides voluntary guidelines which telecommunication operators may choose to
consider when developing the terms & conditions of an International Interconnection Agreement. The
terms and conditions of each International Interconnection Agreement will be commercially negotiated
and mutually agreed and may differ from the guidelines set forth in this document.

AN AN AN AN
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