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 AUTONUM 
Pursuant to the directives set out in Decision 99‑16, Telephone Service to High‑Cost Serving Areas, in the Commissions letter of 29 January 2001, titled "Preparation for price cap review" and in Public Notice 2001‑37, Price cap review and related issues, please find attached Bell Canada's proposed 2002 Service Improvement Plan.

 AUTONUM 
Certain information contained in the proposal relating to costs is being filed in confidence with the Commission pursuant to section 39 of the Telecommunications Act.  Release of such information could prove harmful to the Company.  An abridged version of Appendix F and Appendix G is provided for the public record.

 AUTONUM 
A machine‑readable file copy of the submission is provided to the Commission via Internet email.  The confidential portion is provided to the Commission on an IBM formatted disk.
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Executive Summary

1.
Bell Canada's Service Improvement Plan (SIP) will make service available over two years (2002 and 2003) to an additional 463 unserved localities with 4,738 premises, comprised of 1,999 permanent and 2,739 seasonal premises.  This represents approximately 61% of the identified permanent and 21% of the identified seasonal premises for which basic local service is not currently available.  Localities not addressed by the Company's current proposal are generally in areas where the costs of providing service are considered to be well in excess of any reasonable cost limit.  

2.
Within the newly served localities, the Company expects customers at 2,817 premises to choose to take service, comprised of 1,484 permanent and 1,333 seasonal premises.

3.
The Company notes that with the completion in 2001 of its four‑year Local Service Improvement Program (LSIP), all existing customers in its territory will enjoy the basic service objective mandated by the Commission, with the exception of a few hundred customers, served by Code Division Multiple Access (CDMA), a wireless technology, that does not currently provide Call Trace functionality.  The Company is proposing to address this issue as part of its current SIP.

 AUTONUM 
While all of Bell Canada's local switches are capable of supporting local access to the Internet, the Company notes that no Internet Service Provider (ISP) has yet opted to offer service within the local calling areas of approximately 4,600 of its existing customers.  However, the number of exchanges with at least one ISP providing service within the local calling area continues to grow, from 802 in May 1997, to 890 by year‑end 1999 with the completion of the Company's local calling area expansion program, and to 901 out of a total of 942 by March 2001. 

 AUTONUM 
Bell Canada has determined the new localities to which it proposes to extend basic service by computing an aggregate cost allowance per locality and comparing this to the actual upfront cost of serving the locality.  This aggregate allowance is derived by applying per premise cost limits to the expected demand for basic local service.  Localities for which the aggregate allowance exceeds or equals the upfront cost of serving the locality are proposed to be served under the Company's current SIP proposal. 

 AUTONUM 
In order to estimate demand by locality, the Company has used the provincial average take rates for unserved permanent and seasonal premises.  The take rates were estimated by an outside market research agency, and are considered reliable within a 6.9% margin of error, 19 times out of 20. 

 AUTONUM 
Cost limits of $25,000 per permanent premise and $5,000 per seasonal premise have been used in preparing the Company's proposal.  This is supported by stakeholder feedback that there should be a higher cost limit for permanent premises and a lower cost limit for seasonal premises.  It is also responsive to customer needs, as well as to Commission, government and stakeholder concerns that permanent premises be given a higher priority than seasonal premises.
 AUTONUM 
In developing its roll out plan the Company has considered the time needed to deploy service, and where feasible, is proposing to serve localities with permanent premises earlier in the program in accordance with the Commission's guidance and stakeholder feedback. 
 AUTONUM 
While a two‑year roll out of service (2002 to 2003) is proposed, Bell Canada will have incurred certain start‑up costs in 2000 and 2001.  In addition, the Company's SIP will necessitate incremental ongoing operating expenditures.  Taking all of this into account, the total cost of the plan, including both service extension and the offering of Call Trace, is estimated at $46 million over a seven‑year study period (2000 to 2006).

1.0
Introduction
 AUTONUM 
In Decision 99‑16, Telephone Service to High‑Cost Serving Areas, the Commission set out its determinations and initiatives resulting from an extensive public process to determine how Canadians in all regions may have access to affordable, high quality telecommunications service.  The Commission noted that the level of telecommunications service in Canada is very high, and that many of the former Stentor companies have significant programs underway to improve service.  However, the Commission found evidence that the level of service is lower in high‑cost areas. 

 AUTONUM 
The Commission established the following basic service objective for local carriers: 
"-
Individual line local service with touch‑tone dialling, provided by a digital switch with capability to connect via low speed data transmission to the Internet at local rates;

-
Enhanced calling features, including access to emergency services, Voice Message Relay service, and privacy protection features;

-
Access to operator and directory assistance services;

-
Access to the long distance network; and

-
A copy of a current local telephone directory."

 AUTONUM 
To meet the basic service objective the Commission directed that all incumbent local carriers file SIPs, for its approval, demonstrating how they will improve service in served areas.  The Commission also sought proposals for the extension of service to unserved areas.  For the former Stentor companies the plans are to begin no later than 1 January 2002. 
 AUTONUM 
In a letter dated 29 January 2001, titled "Preparation for price cap review" the Commission directed that the SIPs be filed within 45 days, i.e., by 15 March 2001, and include:

" …roll-out plans as well as annual and cumulative planned capital expenditures for each year of the SIP, by major asset category (e.g., switching hardware, switching software, transmission, outside plant, wireless, station, operational support systems, buildings and other).  In addition, any operating costs (e.g. maintenance) related to the planned SIP capital expenditures should be provided on an annual and cumulative basis.

Companies are to indicate whether least‑cost technology has been used and justify their choice of any alternatives to least‑cost technology.  Companies are also to provide a proposed tracking plan that will monitor the progress of the service extension and upgrade programs."

Lastly, the Commission stated that:

"Any issues regarding the recovery of costs associated with the SIPs will be addressed in the price cap review proceeding."

1.1 Outline of submission

 AUTONUM 
This submission provides Bell Canada's proposed SIP in response to the Commission's directives.  Section 2.0 sets out the principles used by Bell Canada in developing its proposal.  Section 3.0 describes the information used in developing the proposal.  Section 4.0 describes the service qualification criteria.  Section 5.0 describes the service proposal.  Section 6.0 addresses alternatives open to localities not included in the proposal.  Section 7.0 describes Bell Canada's proposal for meeting the basic service objective in its served territory.  Finally, section 8.0 provides the SIP capital and operating costs.

2.0
Principles
 AUTONUM 
Bell Canada formulated its SIP proposal based on the following principles:

· service improvement should be subject to reasonable cost limits;

· permanent premises should be given priority over seasonal premises;

· cost limit for permanent premises should be significantly higher than for seasonal premises; and

· residence customers should not subsidize business customers.

 AUTONUM 
The following sections discuss each principle in turn.

2.1
Service improvement should be subject to reasonable cost limits

 AUTONUM 
Service improvement should be subject to reasonable cost limits in order to maintain affordable telephone service for the general body of customers, who must pay for most of the program.  In Decision 99‑16, the Commission limited the customer contribution to a maximum of $1,000 per customer premise.
  Since the cost of service improvement in high‑cost areas is generally well in excess of the customer contribution, most costs must be recovered from the general body of customers.
 AUTONUM 
This principle is in accordance with the Commission's determination in Decision 99‑16, that the SIPs should be subject to "network design and cost limitations"
, and should achieve a reasonable balance between the speed and cost of implementation and the need to maintain affordable rates.
 
 AUTONUM 
The Commission has set certain precedents in establishing cost limits per premise.  In Decision 2000‑746, Long‑distance competition and improved service for Northwestel customers, the Commission established a cost limit of $25,000 per premise, including the customer contribution of $1,000.  In various orders
 to the other telephone companies in Ontario and Québec, the Commission established a cost limit of $15,000 per premise, including the customer contribution of $1,000.  The Commission explained why it set a higher cost limit in Northwestel's territory than in the territories of the other telephone companies in Ontario and Québec: 

"11. The Commission agrees that all independents requiring a SIP should have the same financial obligation when extending service. … The Commission notes however, that Northern does not have access to supplementary funding as was granted to Northwestel.  Rates in Northern's territory have increased significantly to fund the company's SIP and other related service improvements.  The Commission finds that imposing the same financial obligations on Northern as those approved for Northwestel would be unreasonable."

2.2
Permanent premises should be given priority over seasonal premises
 AUTONUM 
Permanent premises should be given priority over seasonal premises in the provision of service because of their greater need.  Permanent premises are the principal residences of their occupants, where they live year‑round, as opposed to seasonal premises, which are in almost all cases second homes.
 AUTONUM 
This principle is in accordance with the Commission's determination in Decision 99‑16 that the incumbent local carriers should "[s]erve permanent dwellings before seasonal ones".
  As well, as described further in section 3.4, this principle was strongly supported by the stakeholders consulted by Bell Canada in designing its SIP. 
2.3
Cost limit for permanent premises should be significantly higher than for seasonal premises

 AUTONUM 
As described further in section 3.4, there was strong resistance from the stakeholders to having the same cost limit for permanent and seasonal premises, and strong support for a lower cost limit for seasonal premises and a higher cost limit for permanent premises.  As well, one stakeholder questioned the need for any cost allowance for seasonal premises, as it could mean that lower‑income Canadians would have to pay higher rates for service in order to subsidize service to second homes.
2.4
Residence customers should not subsidize business customers
 AUTONUM 
The cost of extending service to business customers should be borne by business customers since they can recover these costs by passing them on to their customers.  Residence customers, typically have no way of passing on these costs, and hence should not subsidize business customers.  As noted in section 3.4, stakeholders did not object to the principle that there should be no cross‑subsidization between business and residence.
3.0
Information used
 AUTONUM 
Bell Canada used the following information in developing its SIP:

· inventory of unserved localities and premises;

· upfront cost of serving a locality;

· demand for service; and

· stakeholder consultation.

 AUTONUM 
Each is described in detail in the following sections.

3.1
Inventory of unserved localities and premises
 AUTONUM 
Bell Canada undertook an extensive exercise to identify unserved localities.  Inquiries from unserved residents were recorded and used to update the Access to Service Report, which the Company was previously required to submit to the Commission on an annual basis.  This report contained an inventory of unserved communities and information relating to demand for service in the communities identified therein.  As well, local access engineers updated the Access to Service Report to identify new unserved localities, regardless of whether there had been any indication that telephone service was needed or desired. 

 AUTONUM 
As a result of this extensive exercise, the Company has identified 1,513 unserved localities with 16,524 premises, most of which are seasonal and residential:  

Table 1

Number of Unserved Localities and Premises


No. of
No. of
No. of
No. of
No. of
No. of

  No. of
Seasonal
Permanent
Total
Residential
Business
Total

Localities
Premises
Premises
Premises
Premises
Premises
Premises

   1 513
13 236
3 288
16 524
15 080
1 444
16 524

 AUTONUM 
These unserved localities are listed, by province, in Appendices A-1 (Ontario) and A‑2 (Québec), "Unserved Localities - Primary List".  These lists provide, for each locality, the locality name as provided by the local access engineer, the serving exchange, the estimated number of existing premises, and a breakdown of these premises by the number of permanent and seasonal ones, and by residence and business.

 AUTONUM 
The localities identified in Table 1 and Appendices A‑1 and A‑2 include localities that currently have Exchange Radio Telephone Service (ERTS) and Regional Communication Service (RCS).  The Company notes that there are currently approximately 1,730 ERTS and RCS network access services (NAS).  ERTS and RCS provide telecommunications services that do not meet the Commission's basic service objective, and have been included in previous inventories of unserved premises, such as the Access to Service Reports filed with the Commission. 

 AUTONUM 
In Order 2000‑783,
 the Commission directed Bell Canada to include in the service extension portion of its SIP the areas formerly served by remote radio service.  Accordingly, the Company has included in both Table 1 and Appendices A‑1 and A‑2
, the approximately 270 fixed high frequency (HF) radio customers that it served at the time of withdrawing its remote radio service. 

 AUTONUM 
Campgrounds and trailer parks are generally excluded from both Table 1 and Appendices A‑1 and A‑2.  Owners of campgrounds and trailer parks are usually reluctant to give Bell Canada an easement and/or to provide the support structure – e.g., pole or trench – for Bell Canada to locate its cables.  This precludes the Company from serving the locality.  As described further in section 3.3, demand for service in campgrounds and trailer parks is generally very low.  Nevertheless, campgrounds and trailer parks are identified, by province, in Appendices B‑1 (Ontario) and B‑2 (Québec).

 AUTONUM 
Excluding campgrounds and trailer parks, the number of reported unserved premises has grown from approximately 8,663 premises in the 1998 Access to Service Report - Update
, to 14,441 premises in the 2000 Access to Service Report, and lastly to 16,524 in this submission.  The increase is due mostly to residents in previously unidentified unserved localities requesting service.  In this regard, the Company notes that there has been an increased expectation of obtaining service as a result of the public process conducted by the Commission in Public Notice 97‑42, Service to High‑Cost Serving Areas.  The increase is also due to local access engineers identifying unserved localities regardless of whether there had been any previous indication of demand. 

3.2
Upfront cost of serving a locality
 AUTONUM 
In estimating the upfront cost of serving a locality, the Company has included the cost of the facilities that would be needed to both provide service to all known premises in the locality, whether seasonal or permanent, residential or business, as well as to accommodate reasonable growth over time.  These are the standard design criteria for outside plant extensions, as cost savings associated with reduced demand would not be material.  The upfront costs include both the cost of extending facilities and, where applicable, the cost to reinforce facilities back to the serving central office.  

 AUTONUM 
Bell Canada has assumed use of the least cost technology, wireline or fixed wireless, in estimating the upfront cost of serving each locality.  The technologies are capable of delivering the basic service objective as defined by the Commission.  Wireline technologies, e.g., aerial and submarine cable, have been used where the unserved locality is close to existing wireline facilities.  Fixed wireless technologies, such as CDMA, Tait Hark and SR 500 wireless local loop, have been used where the unserved locality is close to an existing radio tower, or where the locality is remote and cannot cost effectively be served by wireline facilities.  For example, wireless technologies have been assumed in estimating the upfront cost of providing basic service to existing ERTS and RCS customers, as well as former fixed HF radio customers.

 AUTONUM 
Wireless technologies do not support two‑party service, a service that does not meet the Commission's basic service objective.  In extending service under its proposal, the Company will offer individual line service.  If an unserved resident so requests, Bell Canada will provide two‑party service where enabled by the technology deployed.  As a result, pursuant to the Commission's approval of Bell Canada's proposed SIP, the Company will issue revised tariff pages amending Items 40.3 and 70.2(h)(y) of its General Tariff to reflect that, for a new request, two‑party service will only be furnished where suitable facilities are available.

 AUTONUM 
In some instances, the signal strength may not be sufficient to reach some unserved residents in a given locality.  The specific residents that cannot be reached will be known only through field tests conducted prior to deployment.  While the Company will make every effort to select a technology that reaches all residents, this may not always be feasible.  The upfront cost estimates do not include any cost for deploying an overlay technology to reach the few unserved residents that the Company may not be able to reach with its selected least cost wireless technology, nor would this be economically feasible.

 AUTONUM 
For localities where the Company currently provides ERTS and RCS, the upfront cost estimates are based on the assumption that ERTS and RCS will be withdrawn in these localities, and the radio frequencies reused with the new wireless technologies.  This implies that all existing customers will be migrated to basic service.  The Company expects that ERTS and RCS customers will not object to this mandatory migration as they will benefit from a better grade of service at a lower price.  As well, as explained in section 5.4, Bell Canada is proposing that these customers not be required to pay the $1,000 construction charge.

3.3
Demand for service
 AUTONUM 
To estimate demand, the Company retained Saine Marketing, an outside market research agency, to survey unserved residential premises.  Residents were asked if they would take service when there is a $1,000 charge per customer for the construction of facilities, payable over a period of up to one year, a $55 connection charge, and a monthly rate of $25 to $30.  Bell Canada provided a list of unserved localities, and the estimated number of unserved premises in each locality to the market research agency.  Saine Marketing then attempted to obtain addresses for the unserved premises from the municipalities, and mailed questionnaires to all residents for which it obtained addresses.  A description of the methodology, the study results, and the survey questionnaires are provided in Appendix C. 

 AUTONUM 
Of the 6,078 questionnaires mailed, 2,426 were returned, for a response rate of 40%.  As shown in Table 2, permanent residents are far more interested in subscribing to service than seasonal residents.  As well, the survey results show that interest in subscribing to service is higher in Ontario than in Québec.  The margin of error for each of the results, at the 95% confidence level, is also provided in Table 2.

Table 2

Interest in Subscribing to Service Among Unserved Residents


Permanent Residents
Seasonal Residents

Ontario
Québec
Ontario
Québec

% that would subscribe to service
64%
55%
24%
13%

Margin of error
± 6.8%
± 6.9%
± 3.7%
± 4.1%

 AUTONUM 
The principal reason given by both permanent and seasonal respondents that would not subscribe to service is cost.  Further, 36% of the seasonal and 7% of the permanent respondents who would not want service cited "No need" for service as their reason.

 AUTONUM 
Also provided in Appendix C are the survey results for the 46 owners of trailer parks and campgrounds that were interviewed by the market research agency.  Of the 46 owners that were contacted, 24 stated that there was no unmet demand for telephone service in their trailer park or campground.  Of the remaining 22 owners, only 10 were willing to provide the Company with an easement and support structure – e.g., pole or trench – for the Company to locate its cables.  Based on the study results, the Company estimates that, on average, only 3% of the occupants of trailer parks and campgrounds would be interested in subscribing to service.

3.4
Stakeholder consultation
 AUTONUM 
Bell Canada consulted with stakeholders in October 2000, and again in January 2001 to obtain their input on the design and implementation of the Company's proposal.  A list of these stakeholders is provided in Appendix D.

 AUTONUM 
In the October 2000 consultation, the Company tested a scenario in which a cost limit of $11,000 per premise, whether it be seasonal or permanent, would apply.  As part of the tested scenario, the Company would serve all localities where the cost per premise, based on the number of premises that would subscribe to service in the locality, is less than the cost limit of $11,000 per premise.  While stakeholders were supportive of the concept of cost limits and using demand, there was strong resistance to applying the same cost limit for permanent and seasonal premises, and strong support for a lower cost limit for seasonal premises and a higher cost limit for permanent premises.  As well, there was strong support for serving localities with permanent premises earlier in the rollout schedule, than those localities that had only seasonal premises. 

 AUTONUM 
Based on the stakeholder feedback, as well as considering the Commission's directives establishing a cost limit of $25,000 per premise for Northwestel, and a cost limit of $15,000 per premise for the other telephone companies in Ontario and Québec, the Company revised its program, increasing the cost limit per permanent premise to $25,000 and lowering the cost limit per seasonal premise to $5,000. 

 AUTONUM 
The Company consulted stakeholders on this revised program in January 2001, all of whom saw the revision as an improvement.  There was strong acceptance of the higher cost limit for permanent premises, and the lower cost limit for seasonal premises.  While viewing the revision as an improvement, one stakeholder expressed the concern that the cost limit for permanent premises was high, and questioned whether seasonal premises should qualify for any cost allowance, on the basis that any resulting price increases would have to be borne by the general body of customers, including low‑income Canadians.  As well, stakeholders did not object to the principle that there should be no cross‑subsidization between business and residence.
4.0
Service qualification criteria
 AUTONUM 
Bell Canada used the following steps in determining which unserved localities would obtain service under its proposal:
· The Company estimated the number of permanent and seasonal premises that would subscribe to service in a given locality.

· The Company applied the proposed cost limits of $25,000 per permanent premise and $5,000 per seasonal premise, to each permanent and seasonal premise expected to subscribe to service in a locality, to compute an aggregate cost allowance per locality.
· The aggregate cost allowance for the locality was then compared to the upfront cost of serving the locality:  if the aggregate cost allowance is greater than, or equal to, the upfront cost of serving a locality, the locality is proposed to be served; if the aggregate cost allowance is less than the upfront cost of serving a locality, the locality is not included in the proposal.
 AUTONUM 
Appendices A‑1, A‑2, B‑1 and B‑2 provide for each unserved locality, the aggregate cost allowance, the upfront cost of serving the locality, and whether the locality would get service under the proposal.

 AUTONUM 
To estimate the number of permanent and seasonal premises that would subscribe to service in a given locality, the Company applied the provincial average take rates for permanent and seasonal premises from the market research (Table 2) to the number of permanent and seasonal premises in each locality.  It has been assumed that all businesses would subscribe to service when made available, as the customer contribution is not expected to be a barrier for these customers.  A 100% take rate has also been assumed for existing ERTS and RCS customers, as well as residents on the waiting list for ERTS and RCS.

 AUTONUM 
The Company applied the proposed cost limits to each permanent or seasonal premise expected to subscribe to service in a locality, and not to all unserved premises in the locality. This is in accordance with the Commission's determination in the Northern Telephone decision:

"Similarly, the Commission is satisfied that Northern should rely on those customers actually taking service to determine where to extend service..."

 AUTONUM 
As noted above, Bell Canada is proposing a cost limit of $25,000 for a permanent premise, including the customer contribution of $1,000.  As well, the Company is proposing a cost limit of $5,000 for a seasonal premise, including the customer contribution of $1,000.  Bell Canada's proposal targets permanent premises, and hence is responsive to customer needs, as well as to Commission, government and stakeholder concerns that permanent premises be served before seasonal ones.  Finally, Bell Canada's proposal is responsive to stakeholder concerns that there should be a higher cost limit for permanent premises and a lower cost limit for seasonal premises. 

 AUTONUM 
The Company submits that its proposal is also responsive to the Commission's directive, to "[t]arget larger communities or areas first" in that larger localities, other things being equal, would have larger cost allowances and hence would be more likely to qualify for service, than smaller localities.

 AUTONUM 
In developing its roll out plan the Company has considered the time needed to deploy service.  Larger localities served by fixed wireless systems are scheduled to be served later in the program to allow time for the complex engineering, for negotiation with localities on the location of outstations, and for developing methods and procedures for some of the wireless technologies that have been used in the costing, i.e., Tait Hark and SR 500 wireless local loop.  Where feasible, the Company has proposed to serve localities with permanent premises
 earlier in the program in accordance with the Commission's directive and stakeholder feedback. 

5.0
Bell Canada's SIP
5.1
Localities served under the proposal
 AUTONUM 
Bell Canada is proposing to make service available to 463 localities that are currently unserved because they fall outside the Company's obligation to serve.  Under the Company's proposal, access to service would be extended to 4,738 premises over two years (2002 and 2003).

 AUTONUM 
The Company notes that under its proposal, it will make service available to 61% of the identified 3,288 unserved permanent premises and to 21% of the identified 13,236 unserved seasonal premises.  Based on the take rates from the market research, the Company expects 2,817 premises to take service, including 1,484 permanent and 1,333 seasonal premises, and 2,543 residences and 274 businesses. 

 AUTONUM 
As shown in Table 3, the Company proposes to make service available to 38% of the premises in the first year, and to the remaining 62% of the premises in the second year of its two‑year roll out plan.  As noted in section 4.0, larger localities served by fixed wireless are scheduled in the second year of the plan to allow time for, the complex engineering, negotiation with localities on the location of outstations and, the development of methods and procedures for some of the wireless technologies used in the costing.  As well, the Company notes that 177 of the 201 localities it proposes to serve in the first year of the plan have permanent premises. 

Table 3

Number of Unserved Localities & Premises that Will Have Service Available in Each Year of the Plan




No. of
No. of
No. of



No. of
Permanent
Seasonal
Total


Year
Localities
Premises
Premises
Premises


2002
201
779
1 041
1 820


2003
262
1 220
1 698
2 918

Total

463
1 999
2 739
4 738

 AUTONUM 
Appendix E identifies the specific localities that will be served under each year of the plan.

 AUTONUM 
The Company notes that while the infrastructure will be in place to serve all localities included in the program, in either 2002 or 2003, the Company expects some residents to only take service in 2004, due to the seasonal nature of these customers, the anticipated difficulty in reaching them, and the infrastructure being ready late in 2003.

5.2
Modifications, changes, updates to the proposal
 AUTONUM 
The Company notes that it would consider adding localities to the roll out schedule if updated information (e.g., number of permanent and seasonal premises in the locality, or take rate) is provided during the proceeding that would enable the locality to qualify for service, based on the updated data.
  As well, Bell Canada would add campgrounds and trailer parks to the roll out schedule if, during the proceeding, it is identified that suitable rights‑of‑way and support structures would be made available and the campground or trailer park meets the criteria for service.

 AUTONUM 
As well, the Company would consider adding a locality to the roll out schedule if, during the proceeding, a locality identifies that it is willing and able to pay all costs, whether through its own resources or through government funding, in excess of the aggregate cost allowance.

5.3
Tracking plan
 AUTONUM 
The Company is proposing a tracking plan similar to the one approved by the Commission for the other telephone companies in Ontario and Québec.
  The Company is proposing to file tracking reports on 31 March 2003 and 31 March 2004 that would provide the following information:

i) 
a list of localities scheduled for completion in the previous year and those actually completed;

ii)
the forecasted and actual number of premises to which service was made available in the previous year;

iii)
the total capital investment for the previous year;

iv)
the projected service extensions for the upcoming year; and

v)
any changes to the yearly program with supporting reasons.

5.4
Terms and conditions
 AUTONUM 
In Decision 99‑16, the Commission directed that, where construction is taking place to extend facilities in accordance with an approved extension plan, the customer's contribution shall not exceed $1,000 per customer premise.
  As well, in Decision 2000‑746 the Commission determined that fixed manual mobile customers should not be charged the $1,000 applicable to unserved customers, since they are being served now.

 AUTONUM 
In accordance with these determinations, the Company is proposing to give all unserved customers, with the exception of ERTS, RCS and former HF radio customers, in localities that are included in the program, the option of subscribing to service by paying the upfront per premise cost of serving the locality, based on the expected take rate, up to a maximum of $1,000 per customer premise.  The Company is proposing not to charge ERTS, RCS and former fixed HF radio customers, the customer contribution of $1,000 per customer premise.  As previously noted in section 3.2, the Company is proposing to withdraw ERTS and RCS in those localities that are included in the proposal, and to migrate these customers to basic service. 

 AUTONUM 
The Company is proposing that the $1,000 customer contribution apply to both new and existing unserved premises (seasonal or permanent), in the locality for a period of five years from the date that the locality is served.  Customers in previously unserved premises who order service after five years will pay charges according to the current Construction Charge tariff (Item 150 of the Bell Canada General Tariff).
  These charges could range from nil (the

customer is within the reach of existing plant) to all extension costs after the first 165‑metre free allowance.  The Company submits that the proposed five‑year period balances appropriately equity considerations between the original customers who paid the $1,000 charge and new customers who wait a significant period of time to avoid the charge.
 AUTONUM 
In Decision 99‑16, the Commission directed carriers to provide unserved residents the option to pay their $1,000 contribution for service extension on a reasonable installment basis.
  In the orders pertaining to the SIPs of the other telephone companies in Ontario and Québec, as well as in the Northwestel Decision 
, the Commission has approved the same installment payment plan, with the exception of the length of time over which payments are spread.  The Commission permitted the independents to request a non‑refundable deposit, no greater than $200, payable in the first month of the installment payment plan, and to charge their tariffed late payment charge for late payment of installments due each month.  The Commission did not permit the independents to charge interest on customers' outstanding installment payments.  Lastly, the Commission allowed customers of the other telephone companies in Ontario and Québec to pay their $1,000 contribution over 12 months, while allowing Northwestel's customers to pay over 36 months.  The Commission based this ruling on the fact that these companies, unlike Northwestel, do not receive supplementary funding and the cost of the interest free credit must be assumed by the general body of customers.

 AUTONUM 
Bell Canada is proposing to offer the same installment payment plan that the Commission approved for the other telephone companies in Ontario and Québec, to customers electing to pay their $1,000 contribution for service extension on an installment basis.  The Company notes that it, like the other telephone companies in Ontario and Québec, does not receive supplementary funding, and the cost of the interest free credit must be assumed by its general body of customers.  The Company is proposing to charge customers a non‑refundable deposit of $200 when service is provided, payable in the first month of the installment payment plan, with the balance of the payment spread over 12 months.  No interest is proposed to apply on the outstanding installments.  The tariffed late payment charge is proposed to apply for late payment of installments due each month. 

 AUTONUM 
Pursuant to the Commission's approval of Bell Canada's proposed SIP and the terms and conditions of its installment payment plan, the Company will issue revised tariff pages.

6.0
Localities not served
 AUTONUM 
The Company notes that under its proposal, 1,050 localities with 11,786 premises do not qualify for service.  Some localities do not qualify for service because the costs of serving them are too high, and would not qualify even if all premises in the locality were willing to take service.  Other localities would qualify for service if all premises in the locality took service, but do not qualify because demand is expected to be insufficient.

 AUTONUM 
The Company notes that localities that do not qualify for service have service alternatives available to them.  First, 16% of the localities that do not qualify for service generally have cellular service available to them.  As well, satellite service is available everywhere in Ontario and Québec from various suppliers, while HF radio service is available in some unserved localities from other suppliers. 

7.0
Bell Canada's proposal for meeting the basic service objective in served areas
 AUTONUM 
The Company notes that with the completion in 2001 of its four‑year LSIP, all existing customers in its territory will enjoy the basic service objective mandated by the Commission, with the exception of customers served by CDMA, a wireless technology, that does not currently provide Call Trace functionality.
  The Company is proposing to make Call Trace available to all new and existing CDMA‑served customers in 2002 as part of its current SIP 

proposal.  The number of customers served by CDMA technology in Bell Canada's territory is currently estimated at 175, and is expected to grow to approximately 1,000 by year‑end 2001.

 AUTONUM 
As well, CDMA technology does not currently support low speed data transmission to the Internet.  Every effort is being made by the Company and its supplier to overcome technical difficulties encountered in provisioning low speed data transmission to the Internet via CDMA technology, and the Company expects to overcome this unanticipated problem in a timely fashion. 

 AUTONUM 
The Company notes that an ISP can connect to any of its switches on a local basis, but, to the best of the Company's knowledge, no ISP has yet chosen to do so in 41 of the Company's 942 exchanges.  As a result, roughly 4,600 (or 0.06%) of Bell Canada's existing residence customers may not have local access to the Internet at this time.  The Company notes that the number of exchanges with local access to the Internet in its territory has grown from 802 in May 1997, to 890 by year‑end 1999 with the completion of the Company's local calling area expansion program, and to 901 by March 2001.  

8.0
SIP capital and operating costs
 AUTONUM 
Appendices F and G provide respectively, the capital and operating cost cashflows which represent the estimated expenditures associated with extending service to those localities that meet the qualification criteria.  These cashflows, both annual and cumulative, include the upfront costs identified in Appendices A-1 and A-2, the cost of offering Call Trace, start-up costs in 2000 and 2001, and ongoing operating costs.  The cashflows have been estimated using Phase II costing principles, and have been adjusted as appropriate to reflect expected cost and expense increases and productivity changes in future years.  The cashflows include replacement capital to allow a constant level of service to be maintained.  The cashflows do not include taxes (i.e., income tax, revenue miscellaneous tax, capital miscellaneous tax and large corporate tax), the contribution levy, or the time value of money, all of which would be considerations for cost recovery. 

 AUTONUM 
Taking all of this into account, the total cost of the plan is estimated at $46 million over a seven‑year study period (2000 to 2006).  For service extension alone, based on the estimates of new customers that would choose to be served under the program, the upfront costs amount to $10,000 for each new customer. 







�	Decision 99-16, paragraph 24.


�	Decision 99-16, paragraph 52.


�	Decision 99-16, paragraph 41.


�	Decision 99-16, paragraph 42.


�	The Orders are 2000-1096, 2000�1097, 2000-1098, 2000-1099 and 2000�1100.


�	Order 2000-1096, paragraph 11.


�	Decision 99-16, paragraph 41.


�	Order 2000-783, paragraph 5.


�	Appendix A-2 does not provide the serving exchange, or the permanent/seasonal designation for most of the fixed HF radio customers, as this information is not available.  These HF radio customers are in very remote territory, at distances ranging from 200 to 800 kilometres from existing telephone plant, such that until detailed designs are developed, any assignment to a serving exchange would be arbitrary.  In addition, a number of these customers are located in the territory of the independent telephone companies in Québec, and could be identified in those telephone companies' SIPs.


�	The update was filed as an attachment in Bell(CRTC)16Oct98-2401 HCSA.


�	Order 2000-1096, paragraph 12.


�	The Company notes that while it has tried to serve localities with permanent premises earlier in the program, once a locality is served, service is available to all premises in the locality, be they permanent or seasonal, residence or business.


�	The Company notes that it requires a year-round lighted air-strip to serve an unserved locality in Band D3a.  These localities are remote, and generally do not have year-round road access.  Without a lighted year-round air-strip, the Company cannot access the locality for a month in the fall and a month in the spring, because of seasonal conditions that prevent float or ski planes from landing. 


�	Order 2000-1096, paragraph 32, Order 2000-1097, paragraph 34, Order 2000-1098, paragraph 12, Order 2000�1099, paragraph 27, and Order 2000-1100, paragraph 25.


�	Decision 99-16, paragraph 52.


�	Decision 2000-746, paragraph 29.


�	The Company notes that its current Construction Charge tariff will also apply for service extensions to unserved localities that are not included in the program. 


�	Decision 99-16, paragraph 53.


�	Decision 2000-746, paragraph 32; Order 2000-1096, paragraphs 29 to 31; Order 2000-1097, paragraphs 31 to 33; Order 2000-1098, paragraphs 9 to 11; Order 2000-1099, paragraphs 24 to 26; and Order 2000-1100, paragraphs 22 to 24. 


�	The Company notes that CDMA provides other privacy features such as per-line and per-call display blocking.


�	Bell Canada notes that if the take rates provided in Table 2 are increased to the upper end of their margin of error, an additional 7 localities with 203 premises, 25 of which are permanent, would qualify for service.  Service would be made available to a total of 470 localities with 4,941 premises, of which 2,024 are permanent (62% of the 3,288 permanent premises).  Based on the increased take rates, the Company would expect 3,045 premises to take service, of which 1,599 are permanent and 1,446 seasonal premises.  As a result, the cost of the program would increase by $1 million to $47 million. 
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