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ISSUE 


NAME:	Cost Categories








ISSUE


DESCRIPTION:	The CRTC will need to prescribe some principles of cost recovery for the expenditures needed to introduce and maintain local number portability.  Different principles may be applicable to different cost categories.  Therefore, it is appropriate to define certain cost categories and describe the costs that belong in those categories.








FACTORS:	We have considered the categorization of costs in the U.K. and proposed in the U.S. (primarily in Illinois).








ALTERNATIVES:	There is a consensus that it is appropriate to consider two separate categories - shared costs and carrier specific costs.  There is an element of arbitrariness inherent in dividing costs between on-going and start-up.  However, we have attempted to do so.  Most parties were of the view that the SCP should be a carrier specific cost.    One party was of the view that the SCP should be a shared resource.








ANALYSIS: 	In our report on “undipped traffic”, one of the options is to have the SCP as a shared resource.  If this alternative is selected, the SCP should be categorized as a shared cost.  If any other alternative is selected, the SCP should be categorized as a carrier specific cost.








CONCLUSION:	There is no consensus on the categorization of the SCP.  The options and the consensus opinion on the categorization of other costs is contained in Attachment A.  Note that one party was of the view that there should be a separate category for incremental costs associated with providing SCP query capability to non-participating carriers.  Although this category is not contained in Attachment A, the proposal is discussed in the Undipped Traffic Issue Reports.








RECOMMENDATION:


	We recommend that the Commission approve the cost categories identified in Attachment A and categorize the SCP based on the resolution of the “undipped traffic” issue.
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		Arthur Gottlieb	Cantel


		Robert L. Chouinard	Chouinard Associates


		Bohdan Zabawskyj	Clearnet
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		Michael Conway	Rogers


		Ken Engelhart	Rogers  (Chair)
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		Carl Scase	Rogers
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ATTACHMENT A








A.	SHARED COSTS





1.	SMS


	•	Start-up by third party


	•	On-going costs


	•	Administration


	•	Reports and queries


	•	Computer processing	


2.	[with Alternative 4 from the Undipped Traffic Issue - The SCP (i.e. routing database)]








B.	CARRIER SPECIFIC





Start-Up





1.	Switch hardware and software





2.	[SCP hardware and software - with Alternative 1, 2 or 3 from the Undipped Traffic Issue]





	Note that although these are defined as start-up costs, they may not be incurred in the “start-up” phase of local number portability.  These start-up costs may continue to be incurred over a period of several years as the penetration of customers that port numbers increases.  The extent to which switch upgrades will be required uniquely for LRN is not clear.  LRN software is only one component of the AIN software and may be bundled with that software.  Canadian carriers may acquire AIN whether or not LRN is needed in order to offer new services.





3.	Communication links to the SMS database from company CCS7 Network.  CCS#7 network augmentation to handle the increase traffic imposed by database queries.


	a)	Hardware and software


	b)	Signaling data links





4.	Develop/augmentation of operator services


	a)	Operator assistance


	b)	Customer information billing validation


	c)	Directory assistance





5.	Development/augmentation of operation support system


	a)	Billing systems 


	b)	Service order processing


	c)	Maintenance and repair practices and systems


		C.O. switch and test


		Outside facilities maintenance and testing


	d)	Other support systems E-911





6.	Some carriers may have an architecture which features a carrier-provided SMS which interfaces with the NPAC/SMS.











On-Going





1.	Carrier network specific costs for maintenance updates to hardware, software, systems, etc.


	a)	End office switch hard/software


	b)	Tandem switch hard/software


	c)	STPs, SCPs,  communication links and carrier-specific SMS where appropriate


	d)	Operator system


	e)	Operational/support systems


	f)	E-911 switch and system





2.	Service order activity to change SMS (or other) database record
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