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INFORMATION REQUESTED BY

CANADIAN RADIO‑TELEVISION AND TELECOMMUNICATIONS COMMISSION

Q. Refer to Price cap review and related issues, Public Notice CRTC 2001‑37, 13 March 2001, and paragraph 72 of the company's SIP.  Indicate, showing supporting detail, how the company intends to recover the costs associated with its SIP for:
a) service improvements implemented in high‑cost areas; and 

b) service improvements implemented in non high‑cost areas.

A. a)
The Company notes that in The Companies(CRTC)16Mar01‑204 PC it is proposing the flexibility to increase rates for primary exchange residential service in high‑cost serving areas, by a predetermined amount that will not exceed $2 per line per month in any sub-band, in any given year.  The proposed rate increases are sufficient to recover SIP costs associated with the provisioning of residential service in high‑cost bands.  If the Company is granted the flexibility to implement the proposed rate increases it will not be seeking any additional cost recovery for SIP costs incurred in high‑cost bands.  See also section 8.0 of the Companies' 31 May 2001 submission.

In the absence of any residential rate increase in high‑cost serving areas, SIP costs will increase the Bell Canada Residential Subsidy Requirement (RSR).  The Company notes that the monthly rate increases for primary exchange residential service in high‑cost serving areas that would leave the Bell Canada RSR unimpacted by SIP over the study period are $0.79 in Band E, $0.26 in 
Ø

Band F and $0.04 in Band G.  Such rate increases are needed so as not to impose a burden on other companies due to Bell Canada's SIP. 

Ø = Revised 15 June 2001.

The following table provides the calculation of these rate increases:
Calculation of Monthly Rate Increases for Individual Line Residential Service 

in High‑Cost Areas that Would Leave RSR for Bell Canada Unimpacted by SIP

Line No.

Band E
Band F
Band G

Row 1
Present Worth of SIP costs (PWAC) associated with residence NAS
#
#
#

Row 2
Amount to be recovered such that will leave RSR unchanged = (Row 1 * 1.15) – (60 * Row 7)
#
#
#

Row 3
Amount recovered from $1,000 charge from residence customers (PW Revenues)
#
#
#

Row 4
Amount recovered from SIP residence customers through current monthly rate (PW Revenues)
#
#
#

Row 5
= (Row 3 + Row 4)
#
#
#

Row 6
Amount to be recovered through monthly rate increase in residence service (Row 2 – Row 5)
#
#
#

Row 7
PW of SIP residence demand
#
#
#

Row 8
PW of residence PES demand (excluding SIP)
#
#
#

Row 9
= (Row 7 + Row 8)
#
#
#

Row 10
Monthly rate increases for residential service that will leave RSR unchanged = (Row 6/Row 9/12)
0.79
0.26
0.04

Totals may not balance due to rounding.

The Company notes that the present worth of SIP costs associated with the provisioning of residence service provided in the table above has been calculated using the methodology described in The Companies(CRTC)27Apr01‑700 PC, Attachment 13, except that the costs include cost and expense increases and productivity changes in future years, as well as the impact of the Canadian Telecommunications Service Revenue Subsidy Tax (CTSRST).

# Filed in confidence with the CRTC.

Row 2 in the table adjusts the PWAC to include the 15% markup and the $60 target contribution (applicable to SIP residence customers only) used in the RSR calculations.

Cost recovery is from three sources:  the $1,000 customer contribution paid by SIP residence customers, the monthly residential rate for individual line service that would be paid by SIP customers if there were no rate increase, and rate increases in monthly residential rates that are paid by both current customers residing in the band, as well as SIP customers.  In calculating the revenues that would be received from the monthly residential rate that would be paid by SIP customers if there were no rate increase, the Company has reflected that approximately 46% of the SIP customers are expected to be seasonal and are assumed to pay the monthly rate for only six months of the year.

The amount to be recovered through a monthly rate increase in residence service also denotes, in present worth terms, the amount by which the Bell Canada RSR would increase if there were no monthly rate increase.

Pursuant to section 39 of the Telecommunications Act certain information in this response is provided in confidence to the Commission.  Release of this information on the public record would allow existing and potential competitors to formulate more effective marketing strategies and to focus on specific market segments, thereby prejudicing Bell Canada's competitive position and causing specific direct harm to the Company.  An abridged version is provided for the public record.

b)
Bell Canada is not seeking any rate increase for SIP costs incurred in non high‑cost areas.

