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INFORMATION REQUESTED BY

GT GROUP TELECOM SERVICES CORP.
Q.
a)
Provide revised abridged versions of Attachments 3, 4, 5 and 6 to The Companies(CRTC)27Apr01-700 PC under each of the following three scenarios:

i)
modifying Phase II costs for inflation/productivity solely by applying the percentage average annual adjusted unit cost reduction calculated in Table 2 on Page 11 of Attachment 1 to The Companies(CRTC)16Mar01-105 PC, and excluding the proposed explicit inflation factor from the formula used to modify Phase II costs for TSR purposes;

ii)
modifying Phase II costs for inflation/productivity solely by applying the percentage average annual adjusted unit cost reduction calculated in response to question 23 above, and excluding the proposed explicit inflation factor from the formula used to modify Phase II costs for TSR purposes; and 

iii)
modifying Phase II costs for inflation/productivity solely by applying the percentage average annual unadjusted unit cost reduction flowing from Table 2 on Page 11 of Attachment 1 to The Companies(CRTC)16Mar01‑105 PC, and excluding the proposed explicit inflation factor from the formula used to modify Phase II costs for TSR purposes.

b)
Provide a revised abridged version of Attachment 6 to The Companies(CRTC)27Apr01‑700 PC under currently approved rates under i) the proposed approach to modifying Phase II costs for inflation and productivity, and ii) each of the three scenarios in a).

c)
Provide a revised version of Attachment 7 to The Companies(CRTC)27Apr01‑700 PC under each of the three scenarios in a).

A. The following information is provided for Aliant Telecom (separately for Island Tel, MTT, NBTel and NewTel Communications), Bell Canada and MTS.  For SaskTel's response, see SaskTel(GT)26Jun01‑28 PCR.

For Bell Canada, the RSR estimates requested were developed using Phase II costs under the three costing scenarios described in The Companies(CRTC)27Apr01-700 PC, Revised 16 July 2001.  Under Scenario i), the base Phase II cost estimates are those mandated by the Commission as per paragraph 157 of Decision 2001‑238.  Under Scenario ii), the base Phase II cost estimates are those derived by Bell Canada based on its attempt to replicate the Scenario i) per band costs by applying the costing assumptions set out in Decision 2001‑238.  Under Scenario iii), the base Phase II cost estimates reflect the Scenario ii) results overlayed with the impact of Bell Canada's update of its capital costs.  

a)
The following attachments provide the information requested under Scenarios i) through iii):

      Scenario
Attachment in The Companies(CRTC)27Apr01‑700 PC, Revised 16 July 2001
Attachment to this Response

Scenario i)
Attachment 3
Attachment 3i)


Attachment 4
Attachment 4i)


Attachment 5
Attachment 5i)


Attachment 6
Attachment 6i)

Scenario ii)
Attachment 3
Attachment 3ii)


Attachment 4
Attachment 4ii)


Attachment 5
Attachment 5ii)


Attachment 6
Attachment 6ii)

Scenario iii)
Attachment 3
Attachment 3iii)


Attachment 4
Attachment 4iii)


Attachment 5
Attachment 5iii)


Attachment 6
Attachment 6iii)

Under each of the scenarios outlined in the question, the Phase II cost component of the TSR calculation would be adjusted only by the average annual change in unit costs (i.e., a measure of the X‑factor), but not by inflation.  For all of the reasons outlined in The Companies(GT)26Jun01‑14 PC, this would not be appropriate.  Rather, the Phase II costs used to develop estimates of the TSR must reflect an adjustment based on both inflation and the X‑factor. 

Further, for reasons discussed in The Companies(CRTC)16Mar01‑105 PC, it would be entirely inappropriate to use the average unadjusted unit cost reduction shown in Table 2 at page 11 of that response to derive the productivity factor that should apply for adjusting the Phase II costs used to estimate the TSR, as requested in Scenario iii).  As noted in that response, the average unit cost reduction used to calculate the Companies' proposed X‑factor was derived based on the unit costs obtained from Bell Canada's Prospective Annualized Revenue Cost (PARC) studies conducted over the 1988 to 2001 period.  Given that over this period, the definition of residence PES has evolved and also new cost estimation methodologies were developed and used, the costs produced via these historical PARC studies are not consistent over time.  Hence, year‑over‑year comparisons of these Phase II costs are not meaningful.  As a result, Bell Canada has made adjustments to the reported Phase II costs so as to remove the impact of the costing methodology, definitional or other changes that have occurred over time.  These changes are described in detail in The Companies(CRTC)16Mar01‑105 PC Attachment 1.  The year‑over‑year changes in the resultant adjusted unit costs appropriately measure the actual change in unit costs due to changes in input prices and productivity growth over the 1988 to 2001 period.  

In addition, for reasons discussed in The Companies(CRTC)16Mar01‑105 PC Attachment 1 and The Companies(CRTC)26Jun01‑1108 PC, the year‑over‑year changes in unit costs developed based on the parameters outlined in The Companies(GT)26Jun01‑23 PC would not yield meaningful measures of the year‑over‑year changes in Bell Canada's actual unit costs over the 1988 to 2001 period.  


b)
i)
See Attachment 8.


ii)
The following attachments provide the information requested under Scenarios i) through iii) as identified in part a) of the question:

                 Scenario
Attachment in The Companies(CRTC)27Apr01‑700 PC, Revised 16 July 2001
Attachment to this Response

Part a), Scenario i)
Attachment 6
Attachment 9i)

Part a), Scenario ii)
Attachment 6
Attachment 9ii)

Part a), Scenario iii)
Attachment 6
Attachment 9iii)

See also part a).

c)
The following attachments provide the information requested under Scenarios i) through iii) as identified in part a) of the question. 

                 Scenario
Attachment in The Companies(CRTC)27Apr01‑700 PC, Revised 16 July 2001
Attachment to this Response

Part a), Scenario i)
Attachment 7
Attachment 7i)

Part a), Scenario ii)
Attachment 7
Attachment 7ii)

Part a), Scenario iii)
Attachment 7
Attachment 7iii)

See also part a).

