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INFORMATION REQUESTED BY

CANADIAN RADIO‑TELEVISION AND TELECOMMUNICATIONS COMMISSION

Q. In paragraph 55 of Decision 2000‑745, the Commission determined that any increases to rates for primary exchange residential service in high‑cost serving areas would reduce the subsidy requirement per NAS.  In paragraph 138 of the decision, the Commission stated that further rate increases may be necessary to move rates closer to costs, in order to reduce the subsidy requirement.  Provide the company's views on what it would consider to be an appropriate treatment of rates in high‑cost serving areas.
a.
This response is provided on behalf of Aliant Telecom, Bell Canada and MTS.

As discussed in section 2.5 of the Companies' 31 May 2001 submission, the Companies' proposal has been designed to facilitate the rate rationalization that must occur for residence primary exchange services in high-cost areas, and thus reduce the subsidy requirement while allowing rates to remain affordable.  One way to ensure that subsidies are minimized is to use the maximum allowable rate in high‑cost areas in the calculation of the subsidy requirement.  This is discussed in Appendix 2 of the Companies' submission.

The flexibility being requested by each Company for each of the years 2002 to 2005, and the rationale for the proposed annual limits on price residence primary exchange service increases by band or sub‑band, where applicable, are discussed below.

Aliant Telecom

Based on the Commission‑defined high‑cost bands set out in Decision 2001‑238, Aliant Telecom has created three high‑cost bands:  Band E, containing exchanges with less than 1,500 total NAS, Band F, containing exchanges with total NAS between 1,500 and 8,000 where the average loop length is over 4 kilometres, and Band G, which consists of exchanges which serve remote areas with no year‑round road access.  Band G exchanges exist only in Newfoundland.  

Under Aliant Telecom's current banding structure and rate levels, there is only one 
Ø

distinct price point for all high‑cost bands within a province.  Aliant Telecom proposes the flexibility to implement increases in the high‑cost bands in 2002 that will bring residence individual line rates to a maximum uniform level of $25.00 across the territory served by Aliant Telecom.  Table 1 shows by province the proposed maximum allowable increase under Aliant Telecom's proposal for each high‑cost band for 2002.

Ø = Revised 15 June 2001.

Table 1

Aliant Telecom

Residence Individual Line Service

Maximum Allowable Increase in High‑Cost Bands

(2002)

($/line/month)

Province
High‑Cost

Bands
Current Rate

Individual Line
Maximum

Allowable

Increase 2002
Maximum Allowable Rate 2002


NF
E
21.95
3.05
25.00


NF
F
21.95
3.05
25.00


NF
G
21.95
3.05
25.00


NB
E
22.00
3.00
25.00


NB
F
22.00
3.00
25.00


PE
E
22.25
2.75
25.00
Ø

PE
F
22.25
2.75
25.00
Ø

NS
E
25.00
0.00
25.00


NS
F
25.00
0.00
25.00


As noted below, Aliant Telecom proposes the flexibility to implement a maximum increase of $1.65 per line per month for residential individual line service for each of the years 2003 to 2005 in each high‑cost band.  Specifically, Aliant Telecom requests the flexibility to move the residence individual line prices in each high‑cost band towards a common price level of $29.95 by 2005.  Table 2 shows by province, the proposed maximum price increases by year by high‑cost band.

Ø = Revised 15 June 2001.

Table 2

Aliant Telecom

Residence Individual Line Service

Maximum Allowable Annual Rate Increases

2003 to 2005

($/line/month)

Province
New High‑Cost

Cost Sub‑Band
Maximum Allowable Rate 2002
Maximum 

Annual Increase

2003 to 2005
Maximum Target Rate – 2005







NF
E
25.00
1.65
29.95

NF
F
25.00
1.65
29.95

NF
G
25.00
1.65
29.95

NB
E
25.00
1.65
29.95

NB
F
25.00
1.65
29.95

PE
E
25.00
1.65
29.95

PE
F
25.00
1.65
29.95

NS
E
25.00
1.65
29.95

NS
F
25.00
1.65
29.95

Concerning residential two‑party, four‑party and multi‑party service, within the next year, Aliant Telecom intends to discontinue these services in areas where suitable facilities exist to upgrade to individual line service.  Aliant Telecom expects that only a small number of party lines (less than 20) cannot be upgraded to individual line service.  These customers are included in Aliant Telecom's SIP proposal.  As Aliant Telecom expects party line services will be discontinued in the near future, it is not proposing the flexibility to implement any rate increases for such services over the 2002 to 2005 period.

Bell Canada

Based on the Commission‑defined high‑cost bands set out in Decision 2001‑238, Bell Canada has created three high‑cost bands:  Band E, containing wire centres with less than 1,500 total NAS, Band F, containing wire centres with total NAS between 1,500 and 8,000 where the average loop length is over 4 kilometres, and Band G, which consists of exchanges which serve remote areas with no year‑round road access.  

Under Bell Canada's current banding structure and rate levels, there are 11 sub‑bands, with six distinct price points within these sub‑bands.  Eight of these 11 existing sub‑bands have wire centres that will be moved into the three new high‑cost bands, Bands E, F or G.  The Company proposes the flexibility to implement increases in these sub‑bands in 2002 that will be at or below $2.00 per line per month in each sub‑band, such that following these increases there would be four price points within the Company's high‑cost bands.  Table 3 shows the mapping of Bell Canada's current sub‑bands to the high‑cost bands defined in Decision 2001‑238, and the proposed maximum allowable increase under the Company's proposal for each sub‑band for 2002.

Table 3

Bell Canada

Mapping of Existing Sub‑Bands to High‑Cost Bands

Residence Individual Line Service

($/line/month)

High‑Cost

Bands
(a)

Current

Bands
(b)

High‑Cost

Transition Sub‑Bands
(c)

Current Rate Individual Line 
(d)

Maximum Allowable 

Increase 2002
(e)

Maximum Allowable Rate 2002
(f)

High‑Cost

Sub‑bands


(Note 1)
(Note 2)
(Note 3)


(Note 4)

E

C1

Ea
21.80
2.00
23.80
E1



D1

Eb
21.80
2.00
23.80
E1



D2a

Ec
22.60
1.20
23.80
E1



D2b

Ed
27.65
2.00
29.65
E2

F

C1

Fa
21.80
2.00
23.80
F1



C2a

Fb
22.60
1.20
23.80
F1



C2b

Fc
26.05
2.00
28.05
F3



D1

Fd
21.80
2.00
23.80
F1



D2a

Fe
22.60
1.20
23.80
F1



D2b

Ff
27.65
2.00
29.65
F2



D2c

Fg
28.10
1.55
29.65
F2

G

D1

Ga
21.80
0.45
22.25
G



D3a

Gb
20.25
2.00
22.25
G

Note 1:
Current sub‑bands from which NAS are moved into high‑cost bands.

Note 2:
Sub‑bands in effect in high‑cost bands prior to implementation of any increases for 2002.  If the pricing flexibility proposed for 2002 is exercised, the high‑cost bands would include the sub‑bands shown under column (f), each with a unique rate level.  

Note 3:
Rates include Touch‑Tone.

Note 4:
As noted in Note 2, if the pricing flexibility proposed for 2002 is exercised the Company's high‑cost bands would contain six sub‑bands:  E1, E2, F1, F2, F3, and G.  A unique price would apply in each of these sub‑bands.

As noted above, Bell Canada proposes the flexibility to implement a maximum increase of $2.00 per line per month for residential individual line service, including Touch‑Tone, in each high‑cost sub‑band each year in an effort to set a reasonable pace toward recovering costs in high‑cost serving areas, and thereby reducing the subsidy requirement.  Specifically, Bell Canada requests the flexibility to move the sub‑band‑specific residence individual line prices in each high‑cost band towards a common price level of $29.65 by 2005, with the exception of the price in Band G, which will be below this common price level.  The specific annual increases and the pace at which this common price level would be reached over the four‑year period from 2002 to 2005 will vary by sub‑band.  

Taking into consideration the $2.00 maximum allowable limit on annual rate increases, Bell Canada requests the flexibility to set four new price points for individual‑line service for six new high‑cost sub‑bands, (i.e., E1, E2, F1, F2, F3 and G), in 2002.  Under the Company's proposal, by 2005, there would be two price points $28.25 and $29.65, respectively, across the Company's high‑cost bands.  Table 4 shows the proposed maximum price increases by year and sub‑band. 

Table 4

Bell Canada 

Residence Individual Line Service

Maximum Allowable Annual Rate Increases

2003 to 2005

($/line/month)

New High‑Cost Band
(a)

New High‑Cost

Sub‑Band
(b)

Maximum Allowable Rate 2002
(c)

Maximum Annual

Increase 2003 to 2005
(d)

Maximum Target 

Rate 2005



(Note 1)
(Note 2)


E
E1
23.80
1.95
29.65


E2
29.65
0.00
29.65

F
F1
23.80
1.95
29.65


F2
29.65
0.00
29.65


F3
28.05
1.60
29.65

G
G
22.25
2.00
28.25

Note 1:
Maximum allowable monthly rate, including Touch‑Tone.

Note 2:
Under the pricing flexibility requested, the maximum allowable residence individual line rate in sub‑bands E2 and F2 would reach $29.65 in 2002, and that in sub‑band F3 would reach $29.65 in 2003.  The rates in the remaining sub‑bands would reach the levels shown in column (d) in 2005. 

For residential two‑party service, Bell Canada proposes to use the same rate structure and similar rate compression as for residence individual line service.  In 2002, there will be six new high‑cost sub‑bands, namely E1, E2, F1, F2, F3 and G, respectively, with three price points across these sub‑bands.  The maximum allowable annual increase to two‑party service prices will be $2.00 per line per month, as in the case of residence individual line service.

Bell Canada proposes the flexibility to move all residence two‑party line prices, including Touch‑Tone, towards a $27.55 common price point by 2005.  At this price level, two‑party service would be offered at a 7% discount ($2.10) relative to residence individual line service.  The discount is set at 7% in an effort to close the gap between two‑party and individual line service prices and to encourage customers to migrate, on their own, to individual line service.  Under this proposal, by 2005, the Company would have the flexibility to implement three distinct rate levels, namely $23.00, $23.55 and $27.55, for two‑party line service across high‑cost bands.  See Tables 5 and 6 below.

Table 5

Bell Canada

Mapping of Existing Sub‑Bands to High‑Cost Bands

Two‑Party Line Service

($/line/month)

High‑Cost

Bands
(a)

Current

Bands
(b)

High‑Cost

Transition Bands
(c)

Current Rate Individual Line
(d)

Maximum

Increase 2002
(e)

Maximum

Rate 2002
(f)

High‑Cost

Bands


(Note 1)
(Note 2)
(Note 3)


(Note 4)

E

C1
Ea
15.55
2.00
17.55
E1



D1
Eb
15.55
2.00
17.55
E1



D2a
Ec
17.50
0.05
17.55
E1



D2b
Ed
20.00
2.00
22.00
E2

F

C1
Fa
15.55
2.00
17.55
F1



C2a
Fb
17.50
0.05
17.55
F1



C2b
Fc
20.00
2.00
22.00
F3



D1
Fd
15.55
2.00
17.55
F1



D2a
Fe
17.50
0.05
17.55
F1



D2b
Ff
20.00
2.00
22.00
F2



D2c
Fg
20.30
1.70
22.00
F2

G

D1
Ga
15.55
1.45
17.00
G



D3a
Gb
15.00
2.00
17.00
G

Note 1:
Current sub‑bands from which NAS are moved into high‑cost bands.

Note 2:
Sub‑bands in effect in high‑cost bands prior to implementation of any increases for 2002.  If the pricing flexibility proposed for 2002 is exercised, the high‑cost bands would include the sub‑bands shown under column (f), each with a unique rate level.  

Note 3:
Rates include Touch‑Tone.

Note 4:
As noted in Note 2, if the pricing flexibility proposed for 2002 is exercised, the Company's high‑cost bands would contain six sub‑bands: E1, E2, F1, F2, F3 and G.  A unique price would apply in each of these sub‑bands. 

Table 6

Bell Canada

Residence Two‑Party Line Service

Maximum Allowable Annual Rate Increases

2003 to 2005

($/line/month)
High‑Cost Band
(a)

New High‑Cost

Band Sub‑Band
(b)

Maximum

Rate 2002
(c)

Maximum Annual

Increase 2003 to 2005
(d)

Maximum Target

Rate 2005


(Note 1)
(Note 2)



E
E1
17.55
2.00
23.55


E2
22.00
1.85
27.55

F
F1
17.55
2.00
23.55


F2
22.00
1.85
27.55


F3
22.00
1.85
27.55

G
G
17.00
2.00
23.00

Note 1:  Maximum allowable rate, including Touch‑Tone.

Bell Canada proposes the flexibility to apply the same rate structure and a similar rate compression for four‑party line service as for individual line and two‑party line service in high‑cost areas over the 2002 to 2005 period.  To avoid reducing any party line prices or adding additional sub‑bands for individual line and two‑party line service, the Company proposes the flexibility to increase rates in certain sub‑bands within the high‑cost bands by $2.20 in the year 2002, as shown in Table 7.  The Company proposes pricing flexibility for four‑party line service prices in subsequent years as shown in Table 8.

1 January 1998 was the beginning of the individual line service on demand program which was part of the Company's Local Service Improvement Program (LSIP).  It was also the date of the last price increase to party line service.  There are 34,000 four‑party line customers and the Company plans to "grandfather" this service by year‑end 2001 with the completion of the individual service on demand roll out.  At that time, the Company will cease offering four‑party line service to new customers.  

Under Bell Canada's proposal, there will be six high‑cost sub‑bands and three price points for four‑party service in 2002.  The Company proposes the flexibility to move all four‑party line prices, including Touch‑Tone, towards a $25.70 common price point by 2005.  At this price level, four‑party line service would be offered at a 7% discount ($1.85) relative to two‑party line service.  The discount is set at 7% in an effort to close the gap between the rates for four‑party and individual line services and to encourage customers to migrate, on their own, to individual line service bypassing two party‑line service.  Under the Company's proposal, by 2005, four‑party line service would be offered at three distinct price points, depending on the sub‑band.  These price points are:  $21.40, $22.15 and $25.70.  See Tables 7 and 8 below. 

Table 7

Bell Canada

Mapping of Existing Sub‑Bands to High‑Cost Bands

Four‑Party Line Service

($/line/month)
High‑Cost

Bands
(a)

Current

Bands
(b)

High‑Cost

Transition Sub‑Bands
(c)

Current Rate Individual Line
(d)

Maximum Increase 2002
(e)

Maximum Rate 2002
(f)

High‑Cost

Bands


(Note 1)
(Note 2)
(Note 3)


(Note 4)

E

C1

Ea
13.95
2.20
16.15
E1



D1

Eb
13.95
2.20
16.15
E1



D2a

Ec
16.15
0.00
16.15
E1



D2b

Ed
18.80
1.95
20.75
E2

F

C1

Fa
13.95
2.20
16.15
F1



C2a

Fb
16.15
0.00
16.15
F1



C2b

Fc
18.80
1.95
20.75
F3



D1

Fd
13.95
2.20
16.15
F1



D2a

Fe
16.15
0.00
16.15
F1



D2b

Ff
18.80
1.95
20.75
F2



D2c

Fg
19.10
1.65
20.75
F2

G

D1

Ga
13.95
1.45
15.40
G



D3a

Gb
13.40
2.00
15.40
G

Note 1:
Current sub‑bands from which NAS are moved into high‑cost bands.

Note 2:
Sub‑bands in effect in high‑cost bands prior to implementation of any increases for 2002.  If the pricing flexibility proposed for 2002 is exercised, the high‑cost bands would include the sub‑bands shown under column (f), each with a unique rate level.  

Note 3:
Rates include Touch‑Tone.

Note 4:
As noted in Note 2, if the pricing flexibility proposed for 2002 is exercised, the Company's high‑cost bands would contain six sub‑bands: E1, E2, F1, F2, F3 and G.  A unique price would apply in each of these sub‑bands.

Table 8

Bell Canada

Residence Four‑Party Line Service

Maximum Allowable Annual Rate Increases

2003 to 2005

($/line/month)
High‑Cost Bands
(a)

New High‑Cost

Cost Sub‑Band
(b)

Maximum

Rate 2002
(c)

Maximum Annual

Increase 2003 to 2005
(d)

Maximum Target

Rate 2005



(Note 1)



E
E1
16.15
2.00
22.15


E2
20.75
1.65
25.70

F
F1
16.15
2.00
22.15


F2
20.75
1.65
25.70


F3
20.75
1.65
25.70

G
G
15.40
2.00
21.40

Note 1:
Rates include Touch‑Tone.

Radio Telephone Service

Exchange Radio Telephone Service:  (ERTS)

This service is provided within certain telephone exchanges beyond where the Company has distribution lines.  The customers' monthly rate has two rate elements, the first of which is the monthly rate for basic residence service where the radio base station is located.  Individual and four party‑line service are provided via ERTS.  Customers utilizing this service will be subject to the proposed rate increases for high‑cost areas through the basic rate component of their monthly rate.  The Company proposes to freeze the rate for the other component at its current level over the 2002 to 2005 period.

Regional Communication Service:  (RCS)

This service is provided as the only other option for telephone service if it proves to be more economical than ERTS.  The customers' monthly rate has two rate elements, the first of which is the monthly rate for basic residence service where the radio base station is located.  Only individual line service is provided via RCS.  Customers utilizing this service will be subject to the proposed rate increases for high‑cost areas through the basic rate component of their monthly rate.  The Company proposes to freeze the rate for the other component at its current level over the 2002 to 2005 period.

MTS

Given the Commission's definition of high‑cost bands in Decision 2001‑238, only the exchanges in MTS' current Band E will move into high‑cost bands, namely, Band E (which contains exchanges with under 1,500 lines) and Band G (which contains those exchanges that serve remote areas).  Subsidies will only be available in these bands.  MTS has no exchanges that fall within the Commission-defined high-cost Band F
.  At current rate levels for MTS' Band E, this will result in five separate sub‑bands and three distinct price levels within the two high‑costs bands.  These sub-bands and the 

associated price levels for residence individual line service are shown in the table below.
Ø

Ø = Revised 15 June 2001.

Table 9

MTS

Residence Individual Line Service

Current Rates (Note 1)

($/line/month)

Existing Band


New High‑Cost Bands 

(Note 2)
Current Rate

(Note 3)


Band E
Band G


D
-
-
$24.20

E2
E2
G2
$24.20

E1
E1
G1
$23.05

EA
-
GA
$20.30

Note 1:
Current rate includes Touch‑Tone and Community Calling Service (CCS), where applicable. 

Note 2:
MTS has no exchanges within the Commission-defined high‑cost Band F. 

Note 3:
Current rates in Band D and E are significantly below the average cost in these bands.  Many Band D and E2/E1 exchanges are adjacent to one another, enjoy the same level of individual line service, are communities with similar economic and social interest, and have similar, where applicable.  As well, the rates in Band D and for the majority of customers in Band E are the same.  

MTS is proposing the flexibility to implement a maximum annual increases of $2.00 per line per month, in each of the high‑cost bands, and proposes the flexibility to move prices in rural areas towards a common price level of $30.00 over a four‑year period.  With these increases, rate levels in high‑cost sub‑bands E2 and G2 would reach this level by 2004.  Rate levels in the current sub‑band E1 and G1 would reach this level in 2005, with the exception of those in Band GA which will remain below the $30.00 price level in 2005.

As discussed in section 6.3.1.1 of the Companies' 31 May 2001 submission, the residential individual line rate in MTS' current Band D and within the majority of its high‑cost Band E are the same, and these rates are significantly below the average cost in these bands.  In order to prevent customer confusion and misunderstanding that might otherwise arise among customers regarding rates in different rural and Northern Manitoba communities, MTS proposes the flexibility to implement a maximum increase of $2.00 per line with its Band D.  This would allow MTS to move basic residence individual line rates towards a common rate level of $30.00 over a predetermined period in all of rural and northern Manitoba, at the same pace as rate levels within MTS' high‑cost Bands E and G.  Further, increases in residential primary exchange service in MTS' Bands D, E and G would be less than the 10% in every year as a result of MTS' proposal.

The following table illustrates the proposed pricing flexibility for Bands D, E and G.

Table 10

MTS

Residence Individual Line Service

Maximum Allowable Annual Rate Increases

2002 to 2005

($/line/month)

Existing Bands
New

High‑Cost Band
Current Rate

(Note 1)
Maximum Increase
2002
Maximum Annual Increase
2003 to 2005
Maximum Target

Rate 2005

(Note 2)


Band E
Band G





D
-
-
24.20
2.00
2.00
30.00

E2
E2
G2
24.20
2.00
2.00
30.00

E1
E1
G1
23.05
2.00
2.00
30.00

EA
-
GA
20.30
2.00
2.00
28.30

Note 1:
Rates include Touch‑Tone and (CCS).  

Note 2:
The individual line residential primary exchange service rate in Band D, and sub‑bands E2 and G2 would reach $30.00 in 2004.  The rate in sub‑bands E1 and G1 would reach $30.00 in 2005.

Once implemented, MTS' residential pricing would consist of two price points in Manitoba.

The pricing flexibility being requested in MTS' Bands D, E and G is required to gradually move rates which are significantly below cost closer to costs in these bands.  The increases in Bands E and G would reduce the subsidy requirement in these high‑cost bands.
� 	In Decision 2001-38, the Commission defined this band to include exchanges with total NAS counts between 1,500 and 8,000 where the average loop length is over 4 kilometres.





