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This document is the BT Policy Document in respect of Credit Policy for products provided under the NCC or (PECN) C7 SIA.  This document can be changed by BT on at least 3 months advance notice provided that the changes are made available to Operators on the BT website and brought to the attention of the industry (by the BT interconnect notification procedure).
CREDIT POLICY - Interconnect Products provided under the NCC SIA or (PECN) C7 SIA
Introduction

This document sets out BT’s published Credit Policy in respect of BT’s NCC Standard Interconnect Agreement or (PECN) C7 Standard Interconnect Agreement.
1.  

Background

1.1
BT has a responsibility to all its customers and shareholders to ensure that its commercial interests are safeguarded and that service is not supplied unconditionally where there is evidence that a risk of default exists. 

1.2
BT recognises that where risk is identified, a balance must be struck between its own commercial interests and those of the telecommunications market.  Any risk limitation measures that apply will be compliant with competition law and applied in a consistent and non-discriminatory way.

2.  

Scope of this document

2.1 This document is concerned with BT’s NCC or (PECN) C7 Standard Interconnect Agreements and those services listed in Annex C to those Agreements.  All references in this document to “Agreement” refer to BT’s Standard Interconnect Agreement.  Credit policies for other BT products and services are set according to established policy for those products and services, which continue to develop to suit changing conditions in those markets.

2.2 This Policy Document is governed by Annex F and in the event of inconsistencies between Annex F and this Policy Document, Annex F takes priority.

3.
 Credit Vetting 

3.1
Introduction:-

It is standard commercial practice, in all markets and industries, to use external credit data to determine commercial risk.  Credit Vetting will take place as set out below to produce Credit Vetting Reports, based on both internal and external data.

The objective is to set a fair and reasonable Credit Limit having established the commercial risk to BT.  For an Existing Operator, Credit Vetting will be carried out only if the Operator has received two valid Security Notices and a Credit Limit may be set only if the Credit Vetting Report is “Adverse” as defined in the Agreement.

An Operator in anticipation of a Credit Vetting exercise may supply to BT auditable financial or other information.  BT shall give due consideration to that information and shall discuss such information in good faith with the Operator should a Credit Vetting exercise be required.

3.2
External Credit Vet Information: -

BT uses several external credit specialists (see paragraph 6.2.3.2 below) for its credit vets.  Information relating to the credit specialists used and summary information received will be provided to the Operator with the Report.  It is the Operator’s responsibility to query credit ratings directly with these credit specialists 
For limited companies a Comprehensive Report provides detailed data which includes:

· a Risk Rating,

· a Financial Strength Rating and 

· a Credit Limit Guide based on, but not limited to the information listed below:

· Full Legal and Trading Names and Registered business Address

· Type of business

· Length of time in business

· Whether the company is incorporated and if so, the company registration number or equivalent

· Date of legal formation of the company

· Names and address of all of the directors and partners.

· Statistical Scores to identify the likelihood of default

· Financial Information and key business ratios

· Payment information and trending analysis

· Business background

· Payment norms and financial risk assessment

· Public record filings.
Where little or no relevant information is obtained on the company, the applicant, being a director(s), partner(s) or sole trader will then be vetted, subject to legal compliance.  This process will highlight relevant credit information, for example, that the applicant:

 (a)
 is a minor;

 (b)
 has any Court Judgements outstanding.

 (c)
 is a disqualified director

This information gives an indication of a company’s overall viability. 

For non-limited businesses a Non-Limited Report provides information, which includes a Rating, a “maximum credit recommendation” and payment performance data.  

Based on these reports, the credit specialists advise BT on the maximum credit limit for each company or entity.
3.3
Internal Credit Vetting Information: -

BT compiles a Credit Vetting Report that contains:

A risk rating and Credit Limit based on, but not limited to the information listed:
· Information collected from any auditable source in BT.

· Financial Systems of BT Group.

· Sales information, such as sales in last 12 months and Sales Growth.

· Payment history and trend over the last 12 months (weighted by value).

· Whether the applicant(s) has previously defaulted with BT within the previous year.
· The Operator has a current Profile Monitoring Limit

· Disputes, official or otherwise noted in the systems are taken into account.

· Terms and Conditions of agreements that affect payment times.

3.4.1
All New Operators will be subject to Credit Vetting under paragraph 3.1.1 of Annex F of the Agreement, using both Internal and External information as described above. 
3.4.2
A New Operator may be subject to additional Credit Vetting under Annex F of the Agreement if two valid Security Notices have been issued by BT.  

3.5
Credit vets on Existing Operators will take place under paragraph 3.1.2 of Annex F of the Agreement and shall follow the same process as for New Operators above.  
i.e.  Vetting will be carried out where the Operator has not paid Significant Amounts, on or before a date 14 days after the Due Date for two different months within a rolling 12 months period and two valid Security Notices to that effect have been issued by BT.  For the avoidance of doubt, such two Security Notices need not be issued within the rolling 12 months’ period.
3.6
Setting the Credit Limit.

3.6.1
New Operators.  The Credit Limit set by BT using the information gained from the above process shall be the higher of that suggested by the credit specialist or the internal BT calculation; and shall be proportionate to the business credit risk.  BT shall include the Credit Limit in the Report sent to the Operator.  The Report shall be sent to the Operator usually within 5 working days of the request being received by the Credit Vetting Duty.

3.6.1.1
All initial Credit Limits shall be subject to the percentage growth shown in Table 3.1 below until the monthly Credit Limit reaches £2,000,000, where the percentage growth allowed is 10% per month.

Table 3.1

	Initial BT Invoice Month
	 % Month on month Growth allowed

	
	

	  Month 1
	

	  Month 2
	50

	  Month 3
	50

	  Month 4
	40

	  Month 5
	40

	  Month 6
	30

	  Month 7
	30

	  Month 8
	25

	  Month 9
	25

	  Month 10
	25

	  Month 11
	20

	  Month 12
	20


Worked Examples

	Initial BT Invoice Month
	Example 1
	Example 2
	Example 3

	 
	 % Growth
	Credit Limit
£75,000
	 % Growth
	Credit Limit
£100,000
	 % Growth
	Credit Limit
£250,000

	Month 1
	 
	£75,000
	 
	£100,000
	 
	£250,000

	Month 2
	50%
	£112,500
	50%
	£150,000
	50%
	£375,000

	Month 3
	50%
	£168,750
	50%
	£225,000
	50%
	£562,500

	Month 4
	40%
	£236,250
	40%
	£315,000
	40%
	£843,750

	Month 5
	40%
	£330,750
	40%
	£441,000
	40%
	£1,265,625

	Month 6
	30%
	£429,975
	30%
	£573,300
	30%
	£1,898,438

	Month 7
	30%
	£558,968
	30%
	£745,290
	30%
	£2,847,656

	Month 8
	25%
	£698,709
	25%
	£931,613
	*10%
	£3,132,422

	Month 9
	25%
	£873,387
	25%
	£1,164,516
	10%
	£3,445,664

	Month 10
	25%
	£1,091,733
	25%
	£1,455,645
	10%
	£3,790,230

	Month 11
	20%
	£1,310,080
	20%
	£1,746,773
	10%
	£4,169,254

	Month 12
	20%
	£1,572,096
	20%
	£2,096,128
	10%
	£4,586,179


The Worked Examples above show the Credit Limit is increased by the % growth taken from Table 3.1 applied to the previous month’s Credit Limit.  This is demonstrated by example for each of 3 initial Credit Limits of: £75,000, £100,000 and £250,000.  * Note that for the initial Credit Limit of £250,000, once the Monthly Credit limit reaches £2,000,000 the % growth from month 8 is 10%.

3.6.1.2
Amount of Deposit.  For New Operators, the amount of Deposit that may be required shall be calculated based on the difference in the estimated value of the first three months invoices to be issued by BT using the forecasts supplied to BT by the Operator as part of the ACO and for the purposes of the calculation the cumulative Credit Limit for the same first three months.  This is illustrated in Table 3.6 
Example A.  The initial Credit Limit is £75,000, the cumulative of the Credit Limit for the first 3 months is £356,250 (£75,000 + £112,500 + £168,750) and the ACO based forecast is £300,000 (£60,000 + £75,000 + £165,000).  No security deposit is required.  

Example B.  The initial Credit Limit is £50,000, the cumulative of the Credit Limit for the first 3 months is £237,500 (£50,000 + £75,000 + £112,500) and the ACO based forecast is £290,000 (£80,000 + £90,000 + £120,000). The security deposit required is £52,500 (£30,000 + £15,000 + £7,500)
Table 3.6
	Initial BT Invoice Month
	 % Month on month Growth allowed
	Example A
	
	Example B

	
	
	
	
	
	
	
	
	 

	
	
	Credit Limit
	ACO/ Forecast
	Deposit (If Applicable)
	
	Credit Limit
	ACO/ Forecast
	Deposit (If Applicable)

	Month 1
	 
	£75,000
	£60,000
	 
	
	£50,000
	£80,000
	£30,000

	Month 2
	50%
	£112,500
	£75,000
	 
	
	£75,000
	£90,000
	£15,000

	Month 3
	50%
	£168,750
	£165,000
	£0
	
	£112,500
	£120,000
	£7,500

	Month 4
	40%
	£236,250
	£200,000
	£0
	
	£157,500
	£165,000
	 

	Month 5
	40%
	£330,750
	 
	 
	
	£220,500
	
	 

	Month 6
	30%
	£429,975
	 
	 
	
	£286,650
	
	 

	Month 7
	30%
	£558,968
	 
	 
	
	£372,645
	 
	 

	Month 8
	25%
	£698,709
	 
	 
	
	£465,806
	 
	 

	Month 9
	25%
	£873,387
	 
	 
	
	£582,258
	 
	 

	Month 10
	25%
	£1,091,733
	 
	 
	
	£727,822
	 
	 

	Month 11
	20%
	£1,310,080
	 
	 
	
	£873,387
	 
	 

	Month 12
	20%
	£1,572,096
	 
	 
	
	£1,048,064
	 
	 


3.6.1.3
ACO Process.  To establish the Forecast, the Operator shall complete the ACO as required under Annex A of the Agreement.  In simple terms, the Operator enters the number of Erlangs of expected traffic in the appropriate category and the ACO calculates “expected invoice values” for the first 4 months of conveyance which form the basis of the forecast.  The process and calculations are transparent and some elements may be adjusted with the agreement of the Technical Account Manager.
3.6.2
Existing Operators 

3.6.2.1
If the Report is not Adverse in relation to the Operator, no Credit Limit shall be set and no security is required.  The Operator shall be subject to Profile Monitoring as described in paragraph 4 below.

3.6.2.2
If the Report is Adverse, the Credit Limit set by BT shall be the higher of that suggested by the External Agency or the internal BT calculation; and shall be proportionate to the business credit risk.  The BT internal calculation will take into account any existing Profile Monitoring Limit as described in paragraph 4.  BT shall include the Credit Limit in the Report sent to the Operator.  The Report shall be sent to the Operator usually within 5 working days following the issue of the second Security Notice.  For Information, these measures are in addition to the existing remedies available under the Agreement and legislation.

3.6.2.3
Amount of Deposit.  The calculation is: (the arithmetic average of the last 3 “calendar month invoice sums” raised by BT, less the Credit Limit and the resultant number is multiplied by 3. If the outcome of this calculation is “negative”, no security is required.
Examples:

	Example 1
	Example2

	BT Invoice values £150, £160, £170
	BT Invoice values £150, £160, £170

	Credit Limit =£130
	Credit Limit =£180

	Ave ROLO (£150+£160+£170)/3 = £160
	Ave ROLO (£150+£160+£170)/3 = £160

	 Security: £160-£130 =£30 X 3 = £90
	Security: £160-£180=-£20= NIL


3.6.3
Unless amended under paragraph 8 below, the Credit Limit and/or Profile Monitoring regime continues until the Operator has made 12 consecutive months of payments of at least 75% of each of the calendar month invoice sums within 7 days of the Due Date.
3.7
Types of Security following a Credit Vet.  A deposit is the type of security normally sought, but, in appropriate circumstances, the type of security referred to in paragraphs 3.7.2 to 3.7.6 may be acceptable with the agreement of BT, whose agreement shall not be unreasonably withheld.
3.7.1
Deposit:  Payment of a deposit shall be made in the form of cash, cheque, CHAPS or BACS into a bank account nominated by BT.
3.7.2
Bank Guarantee: A guarantee from a recognised bank, or similarly acceptable institution, for the equivalent value of the deposit is an acceptable alternative.  It is the Operator’s responsibility to obtain this for BT in an acceptable form and ensure it remains in place for the period required.

3.7.3
Stand-by Letter of Credit:  A stand-by letter of credit, maybe acceptable with prior agreement from BT.

3.7.4
A parent company guarantee to the full value of the Operator’s indebtedness, maybe acceptable with prior agreement from BT.
3.7.5
Set-Off.  Where the Operator has an established record of raising invoices on BT and those monthly amounts cover the required Security, the Operator may offer in writing to allow BT to credit BT’s own invoice to the Operator with the value of the Operator’s invoice should the Operator fail to pay by the Due Date.  This will not constitute “late Payment” by BT of the Operator’s invoice.  The Operator remains liable for the outstanding amount which is payable by the Due Date.  Should the value of the Set-Off fall below the required level of security, BT and the Operator shall agree an alternative to make up the difference.
3.7.6
Advanced Payment Option:  At the Option of the Operator who may not wish to provide the required Security under paragraphs 3.7.1 to 3.7.5 above, the Operator can choose to pay in advance for all products and services as follows.  BT shall provide to the Operator, on or before calendar day 15 of the current month, an estimate of the next month’s invoices total.  The Operator shall pay this in two equal amounts on or before the 1st and 15th days of the calendar month that is subject to this estimate.  This Advanced Payment Scheme shall continue for 12 consecutive months, provided that BT has received all amounts on time, otherwise the 12-month period re-commences from the month following any month when an estimated payment was not received in time.  The Operator may choose this option to provide Profile Security under paragraph 4.2 with the first payment being made within 5 working days of notification by BT and thereafter on the days shown above.
3.7.7
Alternatives:  BT may also accept an alternative or a combination of the above at its discretion.

3.7.8
Application of Security:  
3.7.8.1 BT shall use any Security held to pay any overdue amounts that are not in dispute six days after the Due Date and the operator is required to top up the Security within 5 working days of notification of that requirement otherwise the provisions of paragraph 5, “Failure to provide Security/Profile Security” apply.
3.7.8.2
In the event that payment is received after the deposit has been applied to settle the invoice, BT shall credit the deposit account with the amount received and cancel any notification to top up the Security.
3.7.9
With the exception of paragraphs 3.7.1, 3.7.5, 3.7.6 and 3.7.8 the provisions of paragraph 3.7 above do not apply to “Profile Monitoring Limits”

3.7.10
An Operator may contact BT to discuss possible Security arrangements in advance of Security being required and BT shall enter into good faith discussions regarding such possible arrangements.

4. Profile Monitoring.

4.1
Setting the Profile Monitoring Limit. (PML)

4.1.1
The PML is set when:


(a) a New Operator signs the Agreement or

(b) an Operator receives 2 Payment Period Notices in respect of a rolling six months period or


(c) an Operator receives a Payment Period Notice and a Security Notice in any order in respect of a six months rolling period or


(d) an Operator is Credit Vetted after receiving 2 Security Notices in a 12 months rolling period.

4.1.2
The Credit Limit and the PML will always be set the same:

4.1.2.1
If a Credit Limit has been set as a result of 4.1.1 (a) or 4.1.1 (d) the PML is set at the same value.  Initially, the PML will be increased monthly at the rate specified in Table 3.1 above for New Operators, or 10% for Existing Operators.
4.1.2.2
If a PML is set as a result of 4.1.1 (b) or 4.1.1 (c) and the Operator is not subject to a Credit Limit the Profile Monitoring Limit is calculated as “the average of the last 3 Calendar Month Invoice Sums”.  The PML will be increased at the rate of 10% per month compounded.
4.1.2.3
If a PML is set as a result of 4.1.1 (b) or 4.1.1 (c) and the Operator has a Credit Limit (and therefore a current PML) the new PML is calculated as the lower of “the average of the last 3 Calendar Month Invoice Sums” or the Credit Limit.  If the existing Credit Limit is higher than the re-calculated PML, the Credit Limit will be reduced to the same value as the PML.  The PML and the Credit Limit will be increased at the rate of 10% per month compounded.
4.1.2.4
If an Operator receives any Payment Period Notice or any Security Notice during the term of Profile Monitoring a new PML will be calculated using the method detailed above.  The lower of the existing or new PML will be implemented for a new 12 months period.
4.2
Profile Monitoring in Operation
4.2.1
During each month, BT will monitor the levels of priced traffic which would result in an invoice being raised by BT.  The data collected to date for that month will be pro-rated to give a Projected Invoice Value (PIV) for that month.
4.2.2
If the PIV exceeds the PML by more than 5%, BT shall investigate that activity.  If after investigation the PIV continues to exceed the PML by 5% or more, Profile Security may be required.
4.2.3
If the Profile Security is not made available, BT shall take reasonable steps to limit its financial exposure.  See paragraph 5 below.
4.2.4
Notwithstanding 4.2.2 above, the first time that the actual value of invoicing exceeds the PML for the month, BT shall require Profile Security taking into account any Security already provided. The Security shall be paid or implemented within 5 working days of the notification.

4.2.5
Subsequently, if the actual level of invoicing exceeds the PML for the month or months additional Profile Security will not be required more than once in a quarter, unless that actual exceeds the PML by 10% or more.
4.2.6
The amount of Profile Security required in subsequent months shall be calculated as: the difference between the value of “calendar month invoice sums” issued by BT for the month or months in question and the PML in operation for those months, less any Security currently being held.  Essentially, this Profile Security is a “top–up” based on the additional risk.
5.
Failure to Provide Security/Profile Security

5.1
If a New Operator fails to provide the initial agreed Security before traffic is due to flow or begins to flow, BT will not bring the interconnect links into commercial service.  Additionally, BT may suspend orders, products and services and access to ordering gateways and may, if traffic has already commenced, implement traffic restriction as may be reasonable in the circumstances.

5.2
If an Existing Operator (or a New Operator following 2 Security Notices) fails to provide the agreed Security resulting from Credit Vetting within 28 days, BT may suspend orders, products and services, and access to ordering gateways and may implement traffic restriction as may be reasonable in the circumstances.

5.3
If an Operator fails to provide the Profile Security in the form of a cash deposit or prepayment resulting from Profile Monitoring within 5 working days from date of notification, BT may suspend orders, products and services, and access to ordering gateways and may implement traffic restriction as may be reasonable in the circumstances.

5.4
If an Operator fails to re-provide the Security or Profile Security which has been used to settle an outstanding invoice (see paragraph 3.7.8 Application of Security) within 5 working days from date of notification, BT may suspend orders, products and services, and access to ordering gateways and may implement traffic restriction as may be reasonable in the circumstances.

6 Disputes
6.1
Overview.  When BT sends out a document, e.g. a Notice or Report, the Operator may accept or “Appeal” that document to BT.  On Appeal BT shall re-evaluate its original document plus any information provided by the Operator and respond.  If the Operator is not satisfied with BT’s response, 

either BT or the Operator may request mediation or require Adjudication
If mediation is requested and agreed, mediation shall occur and if agreed the result of the mediation shall be implemented.

If Adjudication is required then the adjudication procedure shall be followed and if agreed the result of the adjudication shall be implemented.
6.2
What can be disputed?

1.
Validity of Security Notices and Payment Period Notices 
2.
The Profile Monitoring Limit 
3
The Credit Vetting Report 

4
Type of Security

6.2.1
Validity of Notices.

6.2.1.1
The Operator shall issue an Appeal Notice within 5 working days of receipt of a Security Notice or a Payment period Notice stating the nature of dispute as either:

(i)
25% trigger and/or

(ii)
Lateness of payment

and provide evidence in support of the dispute as follows:
(i)
If 25%, the Appeal Notice shall show the invoices received for that month, any amounts that have been subject to a formally accepted Billing Dispute in accordance with Annex B and the amount that was paid late.

(ii)
If “lateness” is disputed, e.g. Settlement within 7 days of the Due Date, the Appeal Notice shall provide evidence of:

· How Settlement was made (Cheque/BACS/CHAPS)
· Date Settlement was made BACS/CHAPS

· If cheque, date receipted by BT. 

6.2.1.2
BT shall respond within 5 working days of receipt of the Appeal Notice, otherwise the appeal is upheld automatically and the Notice is deemed “Invalid”.

6.2.1.3
If BT and the Operator are unable to reconcile, the Operator may within 5 working days of the date of receipt of the BT response offer mediation or require Adjudication.
6.2.2
Profile Monitoring Limit

6.2.2.1
The Operator issues an Appeal Notice within 5 days of receipt of a Profile Monitoring Limit Notice, stating nature of dispute and providing evidence in support of dispute.

6.2.2.2
BT shall respond within 5 working days of receipt of the Appeal Notice otherwise, the dispute is upheld automatically.

6.2.2.3
If BT and the Operator are unable to reconcile, the Operator may, within 5 working days of the date of receipt of the BT response offer mediation or require Adjudication.  Pending the outcome of the dispute, the Profile Monitoring Limit stands.

6.2.3
The Credit Vetting Report (the “Report”)

6.2.3.1
The Operator may issue an “Appeal Notice” within 5 working days of the date of receipt of the Report.  The Appeal Notice shall detail the elements of the Report being appealed and shall include evidence supporting the Appeal for each of those elements showing that e.g.

(1) the Internal or External information used in establishing the Credit Limit was incorrect or out of date;
(2) the Report is not “Adverse” as defined;
(3) the Credit Limit is unreasonable based on the information used;
(4) the value of the Security is too high in the circumstances;
(5) the type of Security is unreasonable in the circumstances;
(6) the amount of the Credit Limit the Operator believes is justified in the circumstances

6.2.3.2
The Operator may supply audited financial or other data in support of the Appeal.   This information may be, for example, returns made to other authorities in the UK or overseas containing audited accounts for recent trading periods.  The information supplied by the Operator may include information provided from the following companies;

· Graydon

· Dun and Bradstreet

· Bureau van Dijk

· Equifax

· Moodys 

· Standard and Poors
· or other such similar credit specialists of equivalent standing.
6.2.3.3
Pending the outcome of the Disputes Process, the Credit Limit stands.
6.2.3.4
BT shall acknowledge the “Appeal Notice” in writing, and review in good faith the supporting information within 5 working days of receipt of the Appeal Notice.  If appropriate BT may also consult in good faith in respect of such information with the Operator during such time.
6.2.3.5
Where the Operator disputes the outcome of the Appeal, the Operator may within 5 working days of receipt of the Appeal outcome offer mediation or require Adjudication.

6.2.3.6
If the Report is not accepted, any dispute sent to Adjudication shall automatically include the Credit Limit and “type of Security” for Adjudication.

6.2.4.
Type of Security

6.2.4.1
If the Credit Vetting Report is accepted, whether initially or after Appeal, BT and the Operator shall try and agree suitable initial Security resulting from the Credit Vetting exercise within 5 working days of the Notification of that Security.  Where this cannot be agreed, the Operator or BT shall invoke the Mediation/Adjudication Process.

6.3
Referral to an External Third Party (for Mediation and Adjudication)

6.3.1
This process is covered by the Chartered Institute of Arbitrators “BT SIA Credit Mediation/Adjudication Procedure”.  

7. Refund of Deposits

7.1 Where deposit/security has been required from the Operator, such deposit/security, will be held until 12 consecutive months of payments of at least 75% of each of the calendar month invoice sums have been paid within 7 calendar days of the Due Date.  After this period of 12 consecutive months of payment the Operator will be repaid or credited against current invoices on its interconnect account. Interest on deposits held by BT shall be paid at the Deposit Interest Rate in accordance with Annex F (i.e. not for the first three months unless the total interest for those months exceeds £1000 – and the Operator to raise an invoice which includes the appropriate VAT).
8. Re-assessment

8.1.1
The need for and the level of security will be assessed regularly until a New Operator becomes an Existing Operator.  
8.1.2
For all Operators subject to a Credit Limit, not earlier than three months after the Credit Limit becomes active, either Party may request a review of the Credit Limit which may include a new Credit Vetting Report being produced and a new Credit Limit being applied.

8.1.3
An Existing Operator whose Credit Report is no longer “Adverse” and the Credit Report recommends a new Credit Limit which is substantially higher than the then current level of spend may have a deposit refunded or the security released.  Profile Monitoring shall continue.
8.2 Disputed invoices, or disputed elements of invoices arising under Paragraph 5.2 of Annex B of the Agreement, are disregarded for the purposes of assessing payment history, provided that such dispute has been notified in accordance with BT’s Standard Interconnect Agreement.
9.
Novation
Definition.  “The transfer of the rights and obligations from one party to an Agreement to a third party with the agreement of the other (second) party to the original agreement.”

9.1
BT and the Industry have recognised that Novations vary considerably from very simple and straightforward to highly complex.  The key factor from the point of view of BT is the potential change to the commercial risk that might arise following novation.

9.2
BT needs to be assured that by agreeing to novate an agreement its commercial risk is not increased above the level of risk it is normally willing to accept.

9.3
In order to establish the commercial risk, BT needs to assess the financial well being of the acquiring party.
9.4
If the Operator is an acquiring party to a proposed novation of an interconnect agreement, and if in the reasonable opinion of BT, BT’s risk shall not have been increased as a result of such proposed novation having been agreed and implemented, BT shall not be entitled in respect of such Operator to Profile Monitor or take credit management action under the terms of this policy solely on the basis of such proposed novation.
10
Definitions: (from Annex F)
The following definitions which are taken from Annex F are included in this document for the reader’s convenience.
“Adverse”
any or all of the following:

(i) a classification of the Operator or BT, as the case may be, by Dun and Bradstreet as “slightly greater than average level of risk” or a classification of a higher risk level,  or an equivalent by an external credit agency as listed in the BT SIA Credit Policy;
(ii) if the information available in respect of the Operator or BT is less than that which would be available for a UK company under UK Companies Act legislation;

(iii) if at the time of the Credit Vet, or at any time thereafter, the Operator or BT fits any of the circumstances in paragraph 27.5.1 to 27.5.6 of the main body of the Agreement;
“BT SIA Credit Policy”
the document of that name issued by BT and made available to the Operator, as varied by BT from time to time on not less than three months’ advance notice provided that such changes are made available to the Operator on the BT website and are brought to the attention of the industry by the BT interconnect notification procedures;
“calendar month invoice sum”
in respect of either Party, the aggregate sum of all sums due under all invoices sent by the other Party under the Agreement, which invoices each have an invoice date within the same calendar month.  For the avoidance of doubt, this sum shall be deemed to exclude any sums which are the subject of an invoice dispute under paragraph 5.2.2 of Annex B.
“Credit Limit”

a limit on the monthly amount of credit that may be extended by one Party to the other under the Agreement, calculated as a result of a Credit Vet exercise. For the avoidance of doubt, invoices for 2 Mbit/s Interconnect Links and for FRIACO are excluded from this calculation of the limit on such monthly amount of credit;
“Credit Vet”
an exercise carried out by a Party using external agency financial data and a Party’s internal records (if any) to assess the ongoing credit risk of business with the other Party under the Agreement;
“Deposit Interest Rate”
one percent above the Bank of England base rate applying as at the end of the (banking) day when the Deposit was received. Such Deposit Interest Rate to be calculated on a daily basis;
“Payment Period Notice”
is a notice issued under paragraph 5 or 14 of this Annex F;
“Profile Monitor(ing)”
a mechanism whereby a Party’s liability is calculated on a regular basis within a Billing Period to produce a Projected Invoice Value;

“Profile Monitoring Limit”
an amount of credit in connection with profile monitoring under the Agreement which may be set by BT under paragraphs 3.2 and 7 or set by the Operator under paragraphs 12.2 or 16. For the avoidance of doubt, invoices for 2 Mbit/s Interconnect Links and for FRIACO are excluded from this calculation of the limit on such monthly amount of credit;

“Profile Security”
any of
(i) a cash sum deposit to be paid within five Working Days of request, where the maximum value of such deposit is three times the difference between the Projected Invoice Value  and the Profile Monitoring Limit and if set by BT such deposit value is set in accordance with the BT SIA Credit Policy; and/or

(ii) Set-off; or
(iii) an agreed advance payment scheme in accordance with paragraph 8.1 or 18
“Projected Invoice Value”
the estimated total invoice value under this Agreement to be raised at the end of a month by a Party on the other Party, calculated during that month by pro-rating the billing information available to date as held on the system or systems of that Party to the end of that month. For the avoidance of doubt, invoices for 2 Mbit/s Interconnect Links and for FRIACO are excluded from this calculation;

“Security Notice”
is a notice issued under paragraph 4 or 13 of this Annex F;
 “Set-off”
an arrangement whereby a Party may set-off any debt or sum owing to that Party under the Agreement against invoices which are due or become due under this Agreement for the duration of the period during which security is requested.
For the purposes of this Credit Policy, the following working terms are used:
“Existing Operator”
is an Operator who is not a New Operator

“New Operator”
is an Operator who enters into an SIA Agreement with BT after 30th April 2004 and until there have been 12 consecutive months of payments of at least 75% of each of the calendar month invoice sums on or within 7 calendar days of the Due Date
 “Significant Amounts” 
means such sum(s) which exceed 25% of the respective calendar month invoice sum.  Amounts subject to disputes notified under paragraph 5.2.2 of Annex B are excluded for the purposes of this calculation.
“Settlement” 
For practical purposes, Settlement is deemed to take place as follows 
CHAPS is same day settlement,

BACS payments take 3 working days from instruction from Operator to its Bank to arrive in the account of the Payee 

Cheques are the working day after date received by payee, unless subsequently returned as “Refer to Drawer”  

End of Document
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