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Refer to the evidence of Barbara R. Alexander filed on 20 August 2001 by ARC et al, BCOAPO et al, and CAC(Man)/MSOS and MKO.  In paragraph 4m), Ms. Alexander made the following statement:

“The Commission should establish a maximum annual penalty amount equal to 4-5% of the local exchange service revenues for each telephone company.”

a)  Explain why a maximum annual penalty of 4-5% would be appropriate for each of the incumbent telephone companies.

b)  In paragraph 33, Ms. Alexander made the following statement: 

“Clearly, there has been a significant failure to maintain performance at a level that conforms to the CRTC required service quality requirements in many performance areas, particularly those related to the timeliness of repair and the business and repair phone centers.”

What criteria does Ms Alexander use in her assessment, with respect to TELUS and the Companies, that their performance amounts to a significant failure to maintain performance at a level that conforms to the CRTC required service quality requirements.  Explain why their performance amounts to a trend of deteriorating service quality.

c)    With reference to paragraphs 61, 62, 63, 64, 65 and 66:

1 Discuss how the proposition pertaining to a consumer bill of rights could be linked to the price regulation regime.

1 Provide a complete list of information topics on consumer rights that would be appropriate in a Canadian context.

1 Comment on the proposition that the Commission "gather, and report information annually on the performance of [ILECs] in their handlingof complaints.”  Also, discuss how this proposition could be linked to price cap regulation.

RESPONSE:  
(a)
As explained in my Testimony, the Commission should establish a maximum penalty amount that will act as a deterrent to prevent deterioration in service quality.  The amount of a penalty incurred for sub-standard performance should be sufficient to prevent a scenario in which the utility incurs a penalty so low (merely symbolic) that it is cheaper for it to pay the penalty rather than invest in the employees, training and 
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infrastructure necessary to achieve the standard.  There is no “rule” identifying the amount needed to achieve these goals, but my recommendation of 4-5% of local revenues reflects the experiences in many US jurisdictions (most recently Michigan and Illinois) in which the incumbent provider paid the service quality penalties and failed to make the necessary investments or attach the necessary priority to fixing the problem until legislators and regulators increased the penalty amounts.  In several such jurisdictions, legislators and regulators have increased fine and penalty amounts as well as imposed customer credit and rebate programs to “up the ante” when service quality failed to improve after modest penalties.  

(b) 
My Exhibit BA-3(A), (B), and (C) presents recent service quality performance of the largest Canadian telephone companies and calculates the annual average performance for all retail service quality indicators.  While any month to month failure can be excused, an annual average result that falls below the required baseline standard is in my view, significant.  The trend in deterioration is visible when the degree and frequency of failure is viewed over the 3-4 year perspective of the annual data.  

(c)  

(i)  See (iii)

((ii)
The list of information topics should reflect the key components of the relationship between the residential customer and the telephone provider from the perspective of the customer.  The purpose of the notification of consumer rights is to educate the customer on their rights and responsibilities in the provisioning of local exchange service and the ability to shop for competitive services where available.  As a result, the minimum contents of topics would include:

Application of Service

Denial of Service 

Customer Deposits

Bill Frequency

Payment Arrangements

Collection and Disconnection of Service

Reconnection of Service

Availability of universal service programs

What services are competitive and available from alternative providers

How to shop and compare rates for competitive services

Customer complaints to the provider

Customer complaints to the Commission
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The brochures and materials referenced in my testimony contain typical categories of information and there is no basis for a recommendation that would be markedly different in approach for Canada.  In most cases, the consumer rights are based on the regulator’s rules with respect to minimum consumer protection standards applicable to incumbents and competitors for the provision of basic local exchange service and competitive toll services.  

(iii)     My recommendation with respect to gathering and reporting consumer complaint data is linked to my recommendation that the QOS factor include customer complaint ratios.  If there is a baseline performance standard applicable to the customer complaint ratio, this information should be the reflected in the price cap plan (through the QOS factor), as well as the general educational initiatives I have recommended with respect to the consumer bill of rights.  If the Commission takes a more pro-active role in educating the public and publishing comparative data, it will stimulate public awareness of consumer rights, as well as awareness of the competitive market.  For example, the Pennsylvania PUC publishes an annual consumer services report that compares utility performance in compliance with the PUC’s consumer protection rules (billing, collection), handling and frequency of customer complaints, and efficiency in debt collection.  A separate, but related, report is also published on comparative service quality performance based on data submitted to the Commission similar to that reported to the CRTC, but for energy utilities. [These reports are available on the Pennsylvania PUC’s website: http://www.puc.paonline.com/com_info/Commission%20Reports/comm_rpts.asp].   

In New York, the Commission considers and acts upon staff recommendations for “commendations” for excellent service quality, based on a publication of comparative service quality data for telephone companies.  [See http://www.dps.state.ny.us/fileroom/doc9794.pdf] A similar approach should be initiated in Canada.

