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1.0 Introduction
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The Government of the Kingdom of Saudi Arabia
considers  access to  information and
communications technologies (“ICTs”) for all

segments of society to be an essential element of
The ICT cector ic a
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driving force for the economy as a whole, for
social and cultural enrichment, as well as for
national development.
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While significant progress has been made in the
expansion and liberalization of the ICT sector,
more should be done to bring the benefits of ICTs
to all populations of the Kingdom of Saudi Arabia
(the “Kingdom”). To achieve this, the Ministry of
Communications and Information Technoiogy
(the “Ministry”) has approved this Universal
Access and Universal Service Policy (this
“Policy”), which sets out the basis, principles and
conditions relating to the provision of universal
service and universal access.
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The Arabic version of this Policy shall be the
official version and in case of any differences
between it and any other translation, the Arabic
version shall prevail.
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The terms “universal access” and “universal

service” mean the following:
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e “universal access” implies that 100% of a
population can obtain, at a minimum, public
access to a defined ICT service at a defined
quality, through reasonably available and
affordable public or community facilities.
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e “universal service” implies that 100% of a
population are reasonably able to subscribe to
and use a defined ICT service at a defined
quality on an individual or household basis.
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2.0 Policy Vision and Objectives
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The vision: to achieve the following, through the
expansion of universal access and universal
service:
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e To promote greater
inclusion.

social equity and
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e To contribute to national economic, social,
and cultural development.
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The objectives:
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e Achieving universal access to voice service
within a period of no more than three years.
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e Achieving universal service for voice service
within a period of no more than five years.
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e Achieving universal access to Internet service
within a period of no more than five years.
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e Achieving universal service for Internet
service within a period of no more than seven
years.
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The periods specified above shall commence on
the date the Universal Service Fund (“USF”)
becomes operational, as described in this Policy.
The USF shall define “voice service” and
“Internet service” for purposes of the above

objectives. The USF may consider any available
technology in preparing such definitions, and may
modify the definitions over time to take into
account technological developments, such as the
broadband

availability — of  cost-effective

technologies.
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3.0 Mechanisms for the provision of
Universal Access and Universal Service
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The following new mechanisms shall be used to
promote and implement universal access and
universal service in the Kingdom:
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e Universal Service Fund: This is an entity
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selection (or “Competitive USP”): This
involves the participation of invited parties in
a competitive selection process for a specific
universal access or universal service project.
The entity selected to implement a
Competitive USP obligation (a “USF Service
Provider”) is required to provide certain types
of networks and/or services to a designated
population in a designated geographical area.
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It shall be the responsibility of the
Communications and Information Technology
Commission (the “Commission”) to coordinate
the new mechanisms with the existing
mechanisms currently available to promote
universal access and universal service.
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The Competitive USP mechanism shall be the
only mechanism that receives financial support
from the USF. The USF shall be used to provide
financing (i.e. subsidies) to compensate USF
Service Providers.
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4.0 Scope of the USF
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For each defined ICT service, the scope of the
USF’s activities for the promotion of universal
access or universal service shall take into account
the following geographic areas:
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zones: Geographic areas where universal
access or universal service is not currently
available but where provision of such access
or service is estimated by the USF to be
commercially profitable under current and
anticipated market conditions.
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e Commercially unprofitable underserved
zones: The remaining geographic areas in the
Kingdom that are not included in any of the
other zones described above.
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The USF shall undertake studies to identify the
geographic areas of the Kingdom that fall under
each of the zones described above.
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networks and/or services to provide unlversal
access or universal service to geographic areas
that are in the commercially unprofitable
underserved zones. The USF shall not provide any
financing for geographic areas that are in the other
zones, or for networks and/or services that are
provided pursuant to either: (i) a roll-out
obligation included as a license condition for one
or more service provider(s), or (ii) a designation
of one or more service provider(s) by the
Commission as a “universal service provider”
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under the Telecommunications Bylaw (the .(3.3595;\33\
“Bylaw”). AT I
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5.0 USF Programs and Projects
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Pursuant to this Policy, the USF shall prepare
Programs and Projects in accordance with the
following:
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e Programs: These are macro-scale USF
initiatives aimed at achieving one or more of
the objectives of this Policy, typically over
the course of several years. USF Programs
shall define specific targets in terms of
specific networks and/or services to be
implemented in stages based on funding
availability, the priority established by the
USF for the objectives of this Policy and
other criteria as determined by the USF.
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e Projects: These are the specific micro-scale
implementation activities related to each USF
Program. Each USF Project will involve
detailed planning, financial and other analysis
by the USF. One or more Projects may be
implemented at the same time under a given
Program. For example, each such Project may
cover a different geographic area, population
and/or service.
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6.0 USF Creation, Governance and
Administration
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The Commission shall issue a decision to establish
the USF (the “Decision”) consistent with this
Policy. The Commission shall issue the Decision
within a period of 6 months after the Ministry
approves this Policy. The Decision shall further
specify the legal and procedural nature of the USF
and other necessary ancillary matters, including
rules for managing the accounts of the USF.
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In addition to the Decision, the Commission shall,
in accordance with the Commission statutes,
prepare all other measures it deems necessary to
implement this Policy (the “Execution
Measures™), including: (i) preparation and
issuance of decisions, guidelines, mechanisms or
any other instruments, and (ii) amendment of any
existing mechanisms or instruments including the
Bylaw.
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The Decision and the Execution Measures shall
comply with all of the following general
principles:
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6.1 Nature of the USF
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e The primary goal of the USF shall be to

implement this Policy.
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e The USF shall give effect to this Policy in a
transparent, non-discriminatory and
competitively neutral manner.
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e The USF shall be independent and separate
from all service providers, and shall not itself
become a service provider.

LTS

7/12
WWW.MCIt.gov.sa isaSI¥l gogll  £0TTIN juSle  S0TTTTT asle  1IIT ooyl dpsgedl dupell a<Lall
Kingdom of Saudi Arabia Riyadh 11112  Tel 4522222  Fax 4522116  website www.mcit.gov.sa



=

A }"“"""“‘“’“V/
st wliS

Silogleol| diiaie &Siljlmilf| o4ljo p:,?;"f%

>
QQ N )oo

Ministry of Communications and Information Technology @:@?)
S

2
.

6.2 USF Structure
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e The USF shall be established as a part of the

the day-to-day operation and administration
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Commission.

e The USF shall consist of two bodies: the | Zell 5 o) (ulae :(wil€ o Goaiall S0
Board of the Commission (the “Board”) and 4 odiaall 3 ol o (" "
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the USF administration (the ( )
“Administration”).

o The Board shall be the governing body of the s e Bsaiall Wlall AL s Luladl e
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* The Administration shall be responsible for | i sl JlaeYU ALdll 3 sauall 5 o) g @
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“Administrator”). The Administrator shall
report directly to the Governor of the
Commission and shall be appointed by the
Board in accordance with the Decision
and the Execution Measures.

of the USF.
* The Administration shall be led by an | s lyf Jssu—s Godia 25 o) Josy @
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* The structure and composition of the rest
of the Administration shall be established
in accordance with the Decision and the
Execution Measures.
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» The powers, responsibilities, procedures
and other matters related to the
Administration shall be established in
accordance with the Decision and the
Execution Measures.
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6.3 USF Operation
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e The accounts of the USF shall be separate and
independent of any other accounts, including
those of the Commission, and shall be audited
at least on an annual basis.
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e The USF shall prepare an annual report on the

activities of the USF (the “USF Report™) and
publish it on the Commission website.
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» The USF Report shall include the most
recent audit of the accounts of the USF, a
description of any current USF Projects
and any other matters the Board considers
appropriate.
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« The USF Report shall also include a
review of the efficacy of the structure and
procedures of the USF, and all related
matters. Where the USF .Report
recommends changes to the USF
structure, procedures or related matters,
the Commission may issue a decision to
implement one or more of the changes.
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e The Board shall, from time to time, approve a
plan to direct the operations of the USF in
implementing the specific Programs and

Praiects inclided in the nlan (the “ﬂnnrahnn
s IUJV\JLD AlVIUGIVLE 1l uaw t.llu sy \I.L.l\/ VL““AALS

Plan”).
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e The Administration shall, from time to time,
prepare an Operating Plan for approval of the
Board.
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s  The Operating Plan shall include the
USF’s administrative costs as estimated
by the Administration. Such costs shall be
financed from the accounts of the USF.
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= The Operating Plan shall also include one
or more Programs and Projects.
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¢ For the purposes of this Policy, the USF shall
become operational on the date the first
Operating Plan is approved by the Board.
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e Projects may be designed by the
Administration or may be proposed by other
persons  for  consideration of  the
Administration.
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e All Projects shall be awarded by the USF
based on a competitive selection process

pursuant to the Competltlve USP mechanism.
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6.4 Financing of the USF
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e The USF shall be financed primarily by the
monies collected through a new fee
established pursuant to the Decision (the
“USF Fee”) and deposited into the accounts
of the USF. The USF Fee shall become
effective on the date the USF becomes
operational.
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= The USF Fee shall be calculated, charged,
paid, collected and managed in
accordance with the Decision and the
Execution Measures.
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» The Commission shall determine which
service providers shall be required to pay
the USF Fee in accordance with the
Decision and the Execution Measures.
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* 1% of the net revenues of the designated
service providers, shall be remitted to the
USF, in accordance with the Decision and
the Execution Measures.
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e In addition to the USF Fee, the USF may
receive financing from other sources,
including Government contributions.
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e The USF shall have the authority to retain for
the financing of future Operating Plans the
difference between the amounts collected or
received by it and the amounts actually
disbursed pursuant to any Operating Plan.
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6.5 Disbursements by the USF
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e Financial support from the USF to a USF
Service Provider shall be in the form of a one-
time subsidy. The amount of subsidy to be
paid shall be determined by the USF as part
of the competitive selection process.
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e The maximum amount of the one-time
subsidy available for each Project shall be
proposed by the Administration and included
in the Operational Plan to be approved by the
Board. The Administration shall calculate the
maximum amount of the one-time subsidy
based on a net-cost estimation undertaken in
accordance with the Decision and the
Execution Measures.
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e The USF shall use a competitive selection
process to select USF Service Providers. The
USF shall establish the rules to be used in
such processes. Proposals submitted by
parties invited to participate in a competitive
selection process shall be evaluated by the

USF in accordance with such rules.
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e Only those proposals that demonstrate to the
satisfaction of the USF that the submitting
party: (i) meets the specific qualification
criteria established by the USF, and (ii) is
requesting a subsidy at or below the approved
maximum subsidy amount, will be eligible
for selection to implement the Competitive
USP obligation.
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o The one-time subsidy may be disbursed by
the USF in one or more payments to
correspond to milestones established by the
USF.
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e The USF may request bid and/or performance
guarantees from the parties participating in
the competitive selection process.
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7.0 Review Procedures
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The Commission shall review this Policy
periodically after its approval. Such a review shall
be done at least once every two years from the
date the USF becomes operational. In undertaking
such a review, the Commission shall give
consideration to: (i) economic, social, cultural and
technological developments, (ii) the expansion of
universal access and universal service in the
Kingdom, and (iii) any other matters the
Commission considers appropriate. Foilowing
such a review, the Commission may prepare and
submit a proposed revised Policy to the Ministry
for approval.
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