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Information requested by 

Aliant Telecom Inc., Bell Canada, MTS Communications Inc., 

and Saskatchewan Telecommunications 

(The Companies)

______________________________________________________________________________

Q.
Reference paragraph 6‑13 of AT&T's submission:

a)
Does the estimated reduction of $500 to $600 million in ILEC revenues in 2002 reflect any ILEC market share losses that would result from approval of AT&T's proposed FBC discount?

b)
Does the estimated reduction of $500 to $600 million in ILEC revenues in 2002 reflect any changes in market prices for retail services that may result from approval of AT&T's proposed FBC discount?

c)
Provide all details and supporting assumptions for the estimated $500 to $600 million reduction in ILEC revenues in 2002.

A.
The impact of the FBC rate on ILEC revenues of $500 to $600 million in 2002 was approximated based on the expected current level of expenditures on ILEC Utility segment services for AT&T Canada, Call-Net and Group Telecom combined, based on current market shares and price levels.

In this respect, AT&T Canada expects that its total service costs this year will be roughly $1 billion, slightly less than the previous year's level.
  Of this total, AT&T Canada's expenditures on ILEC Utility segment services is expected to be roughly 41% of the total.

AT&T Canada estimates that Call-Net and Group Telecom's combined total service expenses this year, based on their previous year's annual reports, should be very close to AT&T Canada's total service expenses.  Therefore, AT&T Canada estimated that total service expenses for the three companies combined should be close to $2 billion.  Applying AT&T Canada's 41% ILEC Utility segment services expenditure ratio, yields an estimate of the current CLEC expenditures on Utility segment services of approximately $820 million.

Applying the 70% FBC rate adjustment to this total yields an estimate of the ILEC revenue impact associated with the introduction of the FBC rate of approximately $575 million.  As noted in its evidence, AT&T Canada indicated that the revenue impact would be between $500 to $600 million.

� 	Note that services costs exclude sales, general and administrative (SGA) costs.





