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RESPONSE TO UNDERTAKING

INFORMATION REQUESTED BY

CANADIAN RADIO-TELEVISION AND TELECOMMUNICATIONS COMMISSION

CRTC Exhibit #41

Undertaking 1

In their response to Companies(CRTC)25Sep01-4200 at page 4 the Companies indicate they prefer an approach whereby a service that reflects competitors’ needs is developed and then rated on the basis of the costs for that service.

Assume an ILEC develops a service tailored to competitors’ needs based on an existing retail service.

a) Understanding that this is not Call-Net’s proposal, with reasons, its views on this approach.

b) Comment on the proposition that it may take some time, perhaps up to a year, for rates to be approved for such a service given this need for the company to develop a cost study and for the required public processes to be followed.

c) Assume further that the Commission wished to facilitate the early introduction of such a service and to approve interim rates, prior to the availability of a cost study.  Given that the new service would be based on an existing tariffed service for which costs are available, comment on the proposition that the Commission could have reference to the costs study and tariffed rate for the retail service in establishing an interim rate for the new service.

d) Describe any other approach (whether cost-based or otherwise) the company would propose as a basis for establishing of service rates on an interim basis in the circumstances outlined in this question.

Call-Net’s Response to Undertaking 1

a)  The development of specific tariffs and services for a specific class of customers has been a common Commission practice.  Specific tariffs and services were developed for CNCP in Decision 79-11 and subsequently, tariffs were developed for cellular and paging companies.  In Decisions 92-12 and 97-8, the Commission developed a number of specific carrier services for IX competitors and local competitors.  These services were contained in tariffs that were only available to carriers.

These carrier specific tariffs and services are developed for a number of reasons:
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· The services included in the tariffs may be designed to meet the specific needs of the carriers.  However the services may offer the same functionality as services provided to "retail" customers through the General Tariff;

· The services may be made available at rates that are not available to other classes of customers;

· The provision of the services may be linked to the meeting of various obligations also contained in the tariff.

In the tariffs developed for CLECs pursuant to Decision 97-8, the Commission mandated the provision of two carrier specific services, a transiting service and an EAS transport service.  The transiting service (see for example Bell Tariff 7516, Item 105 3(3)(e)) provided for the switched transport of traffic between CLECs.  The EAS transport service (see for example Bell Tariff 7516 Item 105 4. (d)(2)) provided for the switched transport of CLEC traffic to the ILECs' EAS areas.  Both of these services provide switched transport functions that are the same as the those provided by the ILECs retail primary exchange services.  However, while the functions are the same, the services have been distinguished from the retail services by specific routing limitations.  In the case of transiting, the service is only provided between CLECs; in the case of EAS transport, the service is restricted to CLECs and only provides for termination in an exchange, other than the originating exchange, which has EAS with the originating exchange.  

At issue in this undertaking is whether similar carrier specific tariffs and services can be developed for competitors that would meet their needs as identified in this proceeding.

As set out in its submission of 20 August, Call-Net is asking for revised pricing for a number of services as follows:

a. Essential, near essential and other mandated interconnection services

These services are provided through the Carrier Access Tariffs at cost plus a markup.  The markup is generally 25%, however for Direct Connect service the markup, depending on the ILEC is as high as 300%.  Call-Net is proposing that these markups be eliminated and that the resulting revenue reductions be offset through productivity gains.


b. Other "Retail" services

These include services such as DNA, DEA etc. that are key inputs required by Call-Net to augment its network and are services that for the most part are only available from the ILEC.  Call-Net is proposing that these services be made available at incremental cost with no markup.

Call-Net is proposing that the above services be provided at incremental cost only to Canadian Carriers.
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The services in the first group are distinct from General Tariff services and their provision at a reduced rate can be easily accommodated within the current tariffs that are already restricted to certain classes of customers.  Accordingly, it is presumed that the focus of the Commission's question is the second group of services i.e. the other "Retail" services.

There could be three possible regulatory concerns with respect to the provision of these services in the manner proposed by Call-Net.  First, there may be a concern that large "retail" customers could try to gain access to these services at the reduced rate.  Second, since the identical service would be made available to two classes of customers at different rates, there may be a concern that this would constitute unjust discrimination contrary to the Telecommmunications Act.  Third, the Commission may decide that it would be inappropriate for carriers to resell these services under simple resale arrangements, that is resale without adding any value or resale that does not also involve the use of the carrier's own facilities in conjunction with the ILEC provided facilities.

Call-Net believes that the above concerns could be addressed through regulatory mechanisms such as tariff prohibitions.  As well, in Call-Net's view, any discrimination would be found to be justified by the pro-competitive policy underlying the distinction in the rates.

Notwithstanding the above observations, Call-Net believes that if the Commission so wished, the needs of competitors could be met through the development of carrier specific services that would be distinct from the General Tariff retail services.

It is noted that the "retail" services identified in Appendix A of Call-Net's Submission of 20 August 2001 are all point-to point transport services.  (A more concise list of these services and the relative importance of these services to Call-Net is set out in Call-Net(CRTC)25Sept-4201.)  The services are used for three major functions: 

· Providing connections between a co-location site and the Sprint switching centres.  The site may be in the same exchange or a different as the switching centre.

· Providing access between a customer location and a Sprint POP.

· Providing a connection between a Sprint switching centre and an ILEC switching centre for the purpose of accessing the ILECs exchange services.

The transmission capacity required for these functions is typically DS1 and DS3.

Call-Net believes that the point-to-point transport functionality required by competitors could be provided through services that are analogous to the existing switched transport services (the transiting and EAS transport services) described above.  These carrier specific services would provide the same functionality as the retail services but could be distinguished from the General Tariff services by specific routing limitations.  This would be accomplished by a restriction that one end of the transport service must be at a 
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carrier's location (POP, switch etc.).  Call-Net considers that, to the extent any of the regulatory concerns outlined above remain, they would be eliminated by the creation of this service.

First, the service could not be directly acquired by retail customers since the service would be contained in a tariff that was only available to Canadian Carriers and the facilities provided under the tariff must terminate at a carrier site.  It is conceivable that a retail customer could try to become a Canadian Carrier to gain access to the tariff.  However, this possibility is also applicable to some of the current carrier services and there is no evidence that any entity has contemplated such an action.  If the Commission were to consider this to be a serious concern, it could further restrict access by making any new carrier service available only to CLECs.  Since CLECs must meet many significant obligations, it is a virtual certainty that no retail customer would become a CLEC for the sole purpose of accessing a carrier tariff.

Second, any concerns with respect to unjust discrimination would be avoided since retail customers and carriers would be provided with two different services.

Third, any concerns that the Commission may have with respect to simple resale of the carrier services would be resolved by the fact that the facility would have to terminate a carrier site.  In this way, the provision of services to end customers would, by definition, involve the use of carrier supplied facilities in conjunction with the ILEC provided facilities.

In conclusion Call-Net submits that the development of carrier specific services to meet the requirements of competitors could be relatively easily accomplished and would be fully consistent with past Commission practice.

b),c),d)
Call-Net agrees that the development of carrier specific services and the assessment of the associated cost studies could take a significant period of time.  Call-Net submits however that it would be imperative that such services be made available as soon as possible.  There are a number of approaches that could be contemplated to achieve this objective.

1. The Commission could replicate the existing retail services in a carrier specific tariff changing only, the conditions governing the provision of service.  Those conditions would be that the service is only available to Canadian carriers and that one end of the facility must terminate at a carrier site.  On an interim basis, the rates would be reduced to eliminate the markup over cost that are contained in the existing retail rates.  This markup could presumably be deduced from the cost studies that were filed when the services were introduced.  Call-Net submits that final approval of the rates be based on the filing of a new cost studies.
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2. The Commission could require the ILECs to file a new service that provides the same functionality as the existing retail services.  On an interim basis, cost based rates could be established based on existing cost studies.  Final approval of the rates would be based on a new cost study.


3. The Commission could initiate a proceeding to develop the structure for a carrier transport service.  Following the development of the service structure, the ILECs would submit a tariff reflecting the structure together with a cost study.  As for the previous approach, interim rates could be based on existing cost studies pending the assessment of the new study.



Call-Net notes that the first approach could be implemented almost immediately whereas the third approach, which would take a considerable amount of time, may produce the best result.  Accordingly, the Commission could contemplate implementing the first approach initially and then consider the approach outlined in 3. at a later date.

