3.12 Deputy G.C.L. Baudains of the Minister for Trasury and Resources regarding
Jersey Telecom’s proposed 28 per cent increase imladband charges:

May | just preface the question by saying it wasnded originally to go to the Minister for
Economic Development and it was redirected to theisier for Treasury and Resources,
hence the rather curious wording and perhaps tbensepart of it is not relevant. Is the
Minister, as the shareholder representative, awhdersey Telecom’s proposed 28 per cent
increase in broadband charges due to come intoteff®rtly and, if so, what action, if any,
is he takingvis-a-visthe regulator?

Senator P.F.C. Ozouf (The Minister for Treasury andResources):

J.T. is responsible for making its own pricing demns and these are regulated by the
J.C.R.A. (Jersey Competition Regulatory Authorityds the Deputy will be aware, there is
an important separation that was put in place upoorporation between the shareholder and
the regulator. | am advised that the 28 per cgfietred to by the Deputy is not a like-for-like
comparison - this is information provided by J.Tas-the 2 megabits per second product he
uses for his calculation has been taken out oficeiand being replaced up to a 28 megabits
per second product. | am advised subscribers odupts other than 2 megabits per second
will see price drops of 62 per cent. Subscribershe 2, 4, 8, 16 and 20 products are being
provided with maximum speeds possible to all of therent ... which is effectively a 4-
megabit price. To reduce the impact on the lowpstd service, J.T. has committed to hold
the current price for 18 months while providingigngicantly improved service during that
period. For subscribers that wish to continue gisir2 megabit service thereafter, J.T. will be
providing this over its mobile network at a rateEdf7.99 per month. The action | have taken
and will continue to is to hold the board to acdowand ensure that whatever
recommendations C.I.C.R.A. are doing into this pratlas the Minister for Economic
Development was speaking about earlier, are impheaeby J.T.

3.12.1 Deputy G.C.L. Baudains:

By forcing customers off the lower product on thigher one, would the Minister agree with
me that this is really a covert way by Jersey Tateof forcing its customers to take up
bandwidth they do not need and making them move&an higher band that they have not
willingly chosen to do because Jersey Telecom reguhat income to pay for its fibre roll-

out?

Senator P.F.C. Ozouf:

| think that is probably quite unfair and | am hggp go and perhaps have a cup of tea with
Deputy Baudains in St. Clement to see what speetehds on his devices. Certainly, | do
not know about him but I think that ...

Deputy G.C.L. Baudains:
Two megabits is adequate for me.
Senator P.F.C. Ozouf:

The Deputy made a point that apparently 2 megalaitssecond is enough for him. Well, |
do not know how many emails he is receiving fromt&t departments with 10 downloaels,
cetera | guess he is saying not many. The fact is 2hategabits per second is really very
slow and is upgraded. It is not only the 2 megapér second, it is the actual quality and the
contention ratio of that that is delivered, andt tisaas | understand it. | am acting in the
shareholder issue here. | am interested in teoggol It is really the regulator and E.D.



(Economic Development) that need to deal with thiwill make sure that J.T. complies with
whatever rulings the regulator gives.

3.12.2 Deputy T.A. Vallois:

Could the Minister advise what the social goodm&éin is under our Articles of Association
or Memorandum of Understanding with J.T. and wheithevolves pricing as a part of it?

Senator P.F.C. Ozouf:

Again, | do not have a copy of the M.O.U. (Memoramdof Understanding). | keep them on
my iPad and | will look them up because | have ettprfast speed hefeaughter] to get
them. The M.O.U. is effectively the guiding priplas that set out the relationship as the
shareholder between J.T. That really is not alldgaument. There is the law. There is the
Jersey Telecommunications law which sets out thg dbithe J.C.R.A., the Minister for
Economic Development and the Minister for Treasamgl Resources. Now, the Minister for
Treasury and Resources has to effectively deal thighshareholding operating side, and |
know that there is sometimes confusion on thistbetMinister for Treasury and Resources
is not doing the proxy regulator job. That is fbb of the J.C.R.A. and the Minister for
Economic Development. J.T. and the Treasury withply with those rulings. | hope that is
helpful to answer the Deputy’s question.

3.12.3 Deputy T.A. Vallois:

A follow-up: | only asked whether there was a diifam for social good in the Memorandum
of Understanding and if there is not then why it the public own Jersey Telecom?

Senator P.F.C. Ozouf:

Well, | think the public good statement ... andr pust in the process with the Minister for
Housing to confirm, and will be circulating latediy the new M.O.U. which will be signed
by Andium. Public good is effectively a standalause which is in all of the Memoranda of
Understanding for Jersey Post, Jersey Telecom,ulimdind | think S.0.J.D.C. (States of
Jersey Development Company) as well. | have béear ¢hat | believe that the States
Assembly in discharging those duties via the Treasiould be an activist shareholder.
Now, public good, for example, would be ensuring tompany invests in the longer term,
doing fibre, thinking about the long-term interestslersey and the Jersey economy and the
people of Jersey in the longer term, but we areanptoxy regulator and | think there is
obviously some colour to that.

3.12.4 Deputy S. Power:

Is the Minister for Treasury and Resources awaae lbrsey Telecom appear to be another
States utility that is coming across as aggresaina that the public who are getting these
letters of offer on so much per month on such aciép of speed on their broadband are then
irritated and annoyed - and it is becoming an igsueolleagues - when usage charges and
service charges are added to their phone bill @®stla penalty charge over and above the
rate that Jersey Telecom has set? So, for inst#re@mebody is set with a 2Mb speed and
their grandchildren or their in-laws or their silgs or whoever downloads something, they
are then charged a usage charge, which is almpshalty. Can the Minister for Treasury
and Resources discuss this as the shareholdezshtecause it is sad ...

The Bailiff:
| think you have asked the question now, Deputys duite a long question.
Deputy S. Power:



All right, Sir.
Senator P.F.C. Ozouf:

| have been clear before and what we are doing Wwith, working with the Minister for
Economic Development ... and | have reported andmumber of times, and to also perhaps
build on the answer to Deputy Vallois which is laé theart of this, is what is the State’s
purpose in owning J.T.? In my view, that policysaset a number of years ago and we are
reviewing that purpose. It must be a multipleedsons and we are busy confirming and we
are having a dialogue about that interest. | thuhlat is not right, if | may say, is to describe
J.T. as being aggressive. They are in a competitiarketplace and they have to compete
with other operators. There are 2 other operatoraobile and there are going to be other
operators in fixed. Now, J.T. has to be aggressithat marketplace, but aggressive should
not be bad. Aggressive should be good, winningocners, delivering what customers want,
and investing for Jersey’s future. | see no paldicconflict in it, but we are looking as to the
purposes and confirming what the purposes of natiownership should be.

3.12.5 Deputy G.C.L. Baudains:

| would inform the Minister | used to be on 50 mieigm and there was no improvement over
the 2 megabits. | do not know if he is aware tratater bandwidth in a property is only of
use where there are multiple users, father, sonwdratever, all doing different things, or

where films are downloaded. How does he justifg timposition on those who do not need
it? Is he not concerned that at the present cug®rdo not have the option of going
elsewhere because of a lack of competition? Ewadigiuhis will affect the value of Jersey

Telecom when those customers decide to go elsewhere

Senator P.F.C. Ozouf:

A number of points there. The first thing is thalving spoken to many people experiencing
J.T.’s service and having then dealt with and fedd up individual cases so that | can
become comfortable with my Assistant Minister thlaT. is doing what is expected,
oftentimes when the new fibre has been connectede tihhave been problems within
individuals’ own homes, the Wi-Fi has not been ecily configured and there have been
issues with everybody’'s implementation of new textbgy, but those have been quickly
resolved. So I think it would be wrong to say théien an installation has been made then
there is a permanent problem. As far as the valukeT. is concerned, | would just tell the
Deputy that Manx Telecom - another national opertiat has the same market share as J.T.,
not owned by the Government, which was owned byt sold to Telefonica, then taken
to private equity and how publicly quoted - hasatue on the basis of J.T.’s returns which
would be north of £300 million. So on the contrarfyeroding taxpayers’ value, J.T. is
cutting costs and adding dividends and investiogit $s quite the opposite picture of what
the Deputy has portrayed, if | may say.



