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INFORMATION REQUESTED BY

CANADIAN RADIO‑TELEVISION AND TELECOMMUNICATIONS COMMISSION

Q. In Changes to the contribution regime, Decision CRTC 2000‑745, 30 November 2000, the Commission determined the methodology for calculating the total subsidy requirement (TSR) for high‑cost serving areas effective 1 January 2002.  In Decision 2001‑238, the Commission identified the wire centres in each company's territory that are considered to be part of the high‑cost bands.  This latter decision also determined, as described in paragraph 157, the average residential primary exchange service (PES) costs excluding the annual cost/expense increase factors, the annual productivity offsets and the costs associated with the percent revenue charge for each high‑cost band.
a) In a format similar to that provided by Bell in response to interrogatory The Companies(CRTC)30Oct00‑3 PN 2000‑27, provide the subsidy requirement for 2002 for each high‑cost band, without consideration of the company's proposed SIP, with all supporting calculations and assumptions.  The company is to base its calculation on the following.

i) the average residential PES costs for each high‑cost band determined in Decision 2001‑238, including the proposed adjustments for the 2002 increase factors, productivity offset and the estimated revenue charge;

ii) the estimated 2002 NAS per band; and 

iii) the estimated 2002 average revenues based on 2002 proposed rates.

b) Quantify and explain separately each of the 2002 adjustments made to the residential PES costs provided in response to a) i) above for the components associated with the annual cost/expense increase factors, the annual productivity offsets and the costs associated with the percent revenue charge.  Provide all supporting methodology, assumptions and calculations.

c) For the purpose of including the company's proposed SIP in the 2002 TSR calculation, restate the average residence PES costs set out in Decision 2001‑238, for each of the company's high‑cost bands, to include the costs related to residential service in the high‑cost bands that will result from the proposed SIP.  Provide the supporting Phase II cost study associated with the proposed SIP with a detailed cost summary for each

high‑cost band.  Provide the life estimates cost increase factors and average working fill factors assumed for each major capital item.

d) If the costing methods and assumptions used in the Phase II cost study provided in response to c) above are different from those set out in Decision 2001‑238, provide a revised Phase II cost study reflecting the costing methods and determinations of Decision 2001‑238.  Provide the life estimates and average working fill factors assumed for each major capital item.

e) Restate the 2002 subsidy requirement by high‑cost band provided in response to a) above to include the impact of the company's proposed SIP.  Identify the additional NAS, the additional revenue and use the company's estimated annual PES costs based on the costing methods and assumptions provided in response to d) above.

f) Restate the 2002 subsidy requirement in e) above, assuming recovery of the SIP through the subsidy i.e. no rate increases associated with the SIP.
A. Pursuant to the Commission's ruling dated 8 August 2001, the Companies are providing the following supplemental information.

Pursuant to section 39 of the Telecommunications Act, the Companies note that 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 the Companies' competitive position and causing specific direct harm to the Companies.  An abridged version is provided for the public record.

For Bell Canada, the subsidy requirement estimates presented in this response were developed using Phase II costs under three different scenarios.  Each of these is described below.

Scenario 1

Under this scenario, the RSRs are based on the Bell Canada per band Residence Primary Exchange Service (PES) costs mandated by the Commission as per paragraph 157 of Decision 2001-238:

Band A
Band B
Band C
Band D
Band E
Band F
Band G

$10.14
$12.22
$13.88
$17.07
$25.79
$26.49
$43.06

Scenario 2 

The costs shown under Scenario 2 reflect the costs that were derived by Bell Canada based on its attempt to replicate the Scenario 1 per band Residence PES costs by applying the costing assumptions outlined in Decision 2001-238.  More specifically, the Company started with the cost information used to derive the costs in The Companies(CRTC)30Jan01‑1 PN 2000-27.  The Company then modified this cost information to reflect:

-
the wire-centre reclassification changes for Bands A, B and C; 

-
the use of the Decision 98-2 accounting plant lives; 

-
the use of national uniform average Working Fill Factors (WFFs) for feeder and distribution;

-
the exclusion of cost increase factors to restate the 2002 capital unit costs; and

the expense restrictions for maintenance and Functional Operating Expenses (FOE).

· As directed in paragraph 157 of Decision 2001-238, the Residence PES costs exclude the annual cost increase factors, the annual expense increase factors, the annual productivity increase factors, and the costs associated with the revenue charge.  The recalculated Residence PES monthly costs per band for Scenario 2 are provided below:

Band A
Band B
Band C
Band D
Band E
Band F
Band G


$11.21
$12.97
$15.18
$17.69
$26.71
$27.35
$43.96

The detailed cost support for Scenario 2 is provided in Attachment 1.

Scenario 3

Scenario 3 reflects Scenario 2 results overlayed with the impact of Bell Canada's update of its capital costs.  Bell Canada just completed a major update of its loop characterization which was initiated last year.  The last time Bell Canada analyzed its loop make-up was in 1981 through a sample of 1200 loops.

The level of detail required for a loop characterization is as follows:

-
Cable Gauge (4 different gauges);

-
Cable Size (24 different sizes);

-
Construction Mix (Aerial, Buried, Underground, In-building); and

-
Feeder and Distribution.

This information is also required for each of the over 1,000 exchanges which are then aggregated to the band-level.

Over the years, Bell Canada's outside plant has evolved to meet the changing environment.  Given the unavailability of a mechanized process by which it could get detailed information on its loops, the Company found it to be neither practical nor feasible to perform a large scale survey of its loops.  However, since the mid‑1990s, the Company has been working on implementing and populating a computerized database of information on its copper loops:  the Integrated Mapping, Accounting, and Provisioning (IMAP) database.  After several months of extracting, validating and processing the census information from IMAP, the Company was able to generate, by May 2001, new cost estimates for its local access loops based on the updated information. 

Given the significant impact the update has had on Bell Canada's loop costs, the Company finds it important to provide the Commission with this new cost information.  Although the Company does not agree with the costing constraints imposed in Decision 2001‑238, the Company has updated its Scenario 2 costs to reflect only those changes arising from the update of its loop make-up.

Accordingly, the Residence PES monthly costs per band for Scenario 3 are provided below and reflect Bell Canada's update of its capital costs, constrained with the costing assumptions for Residence PES cost studies set out in Decision 2001-238:

Band A
Band B
Band C
Band D
Band E
Band F
Band G

$11.60
$13.57
$17.21
$20.95
$45.57
$41.13
$44.10

The detailed cost information for Scenario 3 is provided in Attachment 2.

a), e) and f)

The formula used to calculate the estimated subsidy requirement is provided in Appendix 2 of the Companies' 31 May 2001 submission.


Bell Canada, NewTel Communications and MTT

As a first step, Bell Canada, NewTel Communications and MTT have estimated the subsidy requirement for 2002 without consideration of their proposed SIP and based on their 2002 average revenues at current rates.  These subsidy requirement estimates are provided in Attachment 3.

As a second step, Bell Canada, NewTel Communications and MTT have estimated the subsidy requirement for 2002 by adding the SIP demand, using the estimated restated monthly PES costs provided in response to c), and based on their 2002 average revenues at current rates increased by the amount required to generate no additional impact on the total subsidy requirement within their serving areas.  See Bell(CRTC)27Apr01‑615 PC for the derivation of the rate increase required such that there is no impact on the total subsidy requirement within Bell Canada's serving area.

The subsidy requirement estimates derived in the manner described above are provided in Attachment 4.

As a third step, Bell Canada, NewTel Communications and MTT have estimated the subsidy requirement for 2002 using the same demand and monthly Residence PES costs as per the second step above, and based on their 2002 average revenues which reflect the proposed maximum allowable rate for basic residential local service outlined in The Companies(CRTC)16Mar01‑204 PC.  These subsidy requirement estimates are provided in Attachment 5.

MTS, NBTel, and Island Tel

In the case of MTS, the 2002 subsidy requirement cannot be restated to include the impact of the Company's proposed SIP.  When MTS calculated its Phase II costs of providing service in Band G, it assumed the use of least-cost technology as directed by the Commission.  In other words, it assumed that its remote Band G exchanges would be served using digital radio facilities, and remote DMS‑100 switches and SR 500s subscriber radio.  This is the same technology the Company proposes to install as part of its SIP.  The SIP therefore merely implements the network that has been costed in its subsidy requirement.  MTS' SIP program does not extend service to any new customers (NAS), does not produce new revenues, and does not change MTS' costs in Band G.

MTS' SIP does not affect Band E exchanges in any significant way.

In the case of NBTel and Island Tel, there are no unserved or underserved customers, hence there is no SIP requirement.

Accordingly, MTS, NBTel, and Island Tel have estimated their subsidy requirement for 2002 without consideration of their proposed SIP and based on their 2002 average revenues which reflect the Companies' proposed maximum allowable rate for basic residential local service outlined in The Companies(CRTC)16Mar01‑204 PC.  The subsidy requirement estimates are provided in Attachment 6.

b)
For the calculation of subsidy requirement estimates in Attachments 3, 4, 5 and 6, the adjusted Phase II costs are calculated as follows:

Phase II Adjusted Cost =
(Phase II Costs) * (1 + I – X) + 


((Rate) * (Percent Revenue Charge))

where:
"I" is the inflation rate, as measured by the GDP-PI; and 

"X" is the productivity offset applicable to Residence PES in high‑cost bands provided in The Companies(CRTC)16Mar01‑105 PC.

The Companies estimate the costs associated with the percent revenue charge on the basis of the revenue for each band. 

Each of the adjustments identified above for Attachments 5 and 6 are quantified and provided in Attachment 7.

c)
The information requested is provided below for each company. 
Aliant Telecom

Attachment 8 contains Aliant Telecom's average Residence PES costs as set out in Decision 2001-238 for each of the Aliant Telecom companies' high-cost bands, restated to include the costs related to residential service in the high-cost bands that will result from the proposed SIP.

Phase II cost studies associated with the proposed SIP in high-cost Bands E and F in Newfoundland/Labrador and high-cost Band F in Nova Scotia are provided in Attachments 9, 10 and 11, respectively.  These attachments include a cost summary for each band, capital life estimates and capital cost increase factors.  Cost studies are completed using methods and assumptions consistent with those set out in Decision 2001‑238.  Specifically, Aliant Telecom has employed average service lives as directed by the Commission in Decision 98‑2.  Average WFFs used are consistent with Decision 2001-238.  Additionally, Aliant Telecom notes that its Phase II cost studies treat contributions from unserved customers as a reduction to its SIP capital requirement.

Bell Canada

The following table presents the restated average residential costs to include SIP costs, for each of the Company's high-cost bands, for each of the 3 scenarios described above.


Band E

($)
Band F

($)
Band G

($)


Scenario 1
26.96
27.24
43.53
Ø

Scenario 2
27.38
27.59
44.00
Ø

Scenario 3
46.20
41.35
44.13


A detailed cost breakdown for Scenarios 2 and 3 are provided in Attachment 12.  Attachment 13 contains the supporting Phase II cost study associated with the proposed SIP.

d)
The costing methods and assumptions used in the Phase II cost study for Scenario 2 for Bell Canada, provided in part c), do not differ from those set out in Decision 2001‑238.  Similarly, the costing methods and assumptions used in the Phase II cost study for Aliant Telecom in part c) are the same as those set out in Decision 2001-238.

Ø = Revised.

