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AT&T CANADA (AT&T)



1.        Reference: Evidence of AT&T Canada, August 20, 2001, paragraph 1-5

 Request: Provide the reports and data relied on to make the statement that consumers pay some of the lowest prices in the world, including a breakdown of the services that were contemplated in that statement.

2.        Reference: Evidence of AT&T Canada, August 20, 2001, paragraph 1-6

(a) Provide copies of reports and other evidence relied on for the statement that “the few remaining competitors are faced with capital markets reluctant to make further investments in competitive telecommunications carriers.”

(b) Clarify whether the reluctance based on financial difficulties is related to local service versus other components of the business carried on by the competitors.


(c) Provide the reports and other evidence relied on to make the distinction between local service and other components.

3.        Reference: Evidence of AT&T Canada, August 20, 2001, paragraph 1-8

 Request: Provide reports and other evidence where facilities-based competition is working, robust and/or is viable in other jurisdictions in North America in the provision of local telephone service.  Include market shares related to facilities based competition, to resale and by means of unbundled loops.

4.        Reference: Evidence of AT&T Canada, August 20, 2001, paragraph 1-13

(a) Provide examples of where “the level and quality of service provided by the ILECs to competitors is inferior to that provided to the ILECs’ retail customers for like services.”  

(b) Describe how the service, in the examples in (a) above, is inferior and the yardsticks used to measure the differences.

5.        Reference: Evidence of AT&T Canada, August 20, 2001, paragraph 1-14, 1-15, 1-17, 2-14, 2-15

Preamble: AT&T Canada indicates that one of the criteria for a new price cap regime would be to “provide competitors with access to the ILEC networks on a competitively neutral basis…”.

(a) Indicate whether structural separation currently being considered by various U.S. jurisdictions would achieve this objective.  Please explain.

(b) Describe structural separation and how it would work. 

(c) Provide AT&T’s understanding of the advantages and disadvantages of structural separation.   

6.        Reference: Evidence of AT&T Canada, August 20, 2001, paragraph 5-10 and 5-11

(a) Provide a detailed description of how AT&T’s proposal for FBC, requiring a 70% reduction in competitor service costs, would compare to the reductions which would result under structural separation.  

(b) Explain how that determination was made.  

(c) Provide copies of reports where any such comparisons were performed in Canada or the US.  

(d) Provide copies of studies in the US that were used to assess reductions in competitor rates under structural separation. 

(e) Provide a detailed description of the costs or inefficiencies, or otherwise, in the $304 million reduction in ILEC Cost of Goods Sold that are being eliminated under AT&T’s proposal. 

7.        Reference: Evidence of AT&T Canada, August 20, 2001, paragraph 5-13

(a) Describe how the threshold of customers was determined.  Indicate whether it is related exclusively to local business customers, exclusively to residential customers, or a combination of the two.  

(b) Apply the factors used by AT&T to the local telephone market in Calgary to determine the threshold number of customers for each category of customers.

8.        Reference: Evidence of AT&T Canada, August 20, 2001, paragraph 5-15

(c) Confirm that incumbent telcos with CLEC affiliates in territories other than their own would be eligible for the FBC rate. 

9.        Reference: Evidence of AT&T Canada, August 20, 2001, Section V

Preamble: “Introduction of the proposed FBC rate adjustment will allow facilities-based entrants to establish sufficiently large and concentrated customer base to warrant expanded investment in network facilities…”

(a) Provide the amount of additional capital required by AT&T to carry out its proposal over the next price cap period.  

(b) Reconcile the requirement for additional capital under AT&T’s proposal to the statements in paragraph 1-6, which states “… the few remaining competitors are faced with capital markets reluctant to make further investments in competitive telecom telecommunications carriers”, and in paragraph 3-29, which states “… no competitor is currently profitable and few have access to funds in capital markets to expand facilities.”  

(c) Indicate how the requirement for capital is accommodated in AT&T’s assessment of viability under its proposal. 

(d) Explain how is AT&T has assessed the sufficiency of the cost reductions and market penetrations arising out of its proposal for FBC, such that the capital markets would reverse the current trend noted in the two items in (b) above.

10.        Reference: Evidence of AT&T Canada, August 20, 2001, paragraph 5-33

(a) Describe all barriers to effective competition currently experienced in NHCSA for residential services. 

(b) Explain why only some of the CLECs are currently offering residential local services in some NHCSAs, including specific reference to all barriers, technical, financial or otherwise.

(c) Indicate whether AT&T is currently offering local residential service in Calgary.  If not, explain, including specific reference to all barriers, technical, financial or otherwise.

11.        Reference: Evidence of AT&T Canada, August 20, 2001, paragraph 5-33
 Request: Provide a detailed explanation as to why NHCSAs should be allowed to increase at all (i.e capped by inflation and subject to rate increases as much as 10%) if rates in these bands are already compensatory, and will be sources of efficiencies and productivities that are likely to continue to arise during the next price cap period.

12.        Reference: Evidence of AT&T Canada, August 20, 2001, paragraphs 5-47

(a) Confirm that the term of the price cap permits a regulatory lag that enables incentives to work over the approved period of the price cap.   If not confirmed, please explain.

(b) Indicate whether AT&T considers the price cap review process as a time to recalibrate prices relative to the underlying costs and market conditions.  Please explain.

13.        Reference: Evidence of AT&T Canada, August 20, 2001, paragraphs 6-4

Preamble: “However, experience has shown that robust competition is still some years away.”

(a) Provide a detailed description of the experience on which AT&T is relying and the reports and other evidence used to arrive at that conclusion. 

(b) Provide AT&T’s estimate of the time frame for realization of a robust facilities-based competitive market under each of a) AT&T’s proposal and b) retention of the status quo.

14.        Reference: Evidence of AT&T Canada, August 20, 2001, paragraphs 6-6 and 6-7

Preamble: “AT&T Canada is confident that the FBC rate will help to establish the minimum conditions to achieve a sustainable competitive market for local exchange services.”   (Emphasis added).

“The implementation of the proposed FBC rate would provide the conditions upon which AT&T Canada and other competitors could build a viable business case for sustainable competition by reducing an important economic barrier.  However, it by no means resolves all financial or operational challenges associated with competitive entry.  Even after implementation of the FBC rate, AT&T Canada’s EBITDA to revenue ratio would be 22% as compared to 48%, 47%, 43% and 42% for MTS, Bell Canada, Telus and Aliant, respectively.  (Emphasis added).

(a) Provide a detailed description of the conditions that would bring AT&T’s EBITDA to revenue ratio in line with those of the ILECs as noted above.

(b) Indicate whether AT&T has examined those conditions.  Explain.

(c) Is EBITDA to revenue ratio the only measure for viability in the provision of local telephone service?  If yes, please elaborate.  If no, describe others. 

(d) Provide a summary of the remaining financial and operational challenges associated with competitive entry.

15.        Reference: Evidence of AT&T Canada, August 20, 2001, paragraph 6-8

(a) Whereas AT&T quantified the impact on its EBITDA to revenue ratio with respect to its proposal for an FBC rate, explain the qualitative impact on AT&T’s EBITDA with respect to AT&T’s proposals for the items in this paragraph.

(b) In light of (a) above, provide a quantification of the impact, if any, on AT&T’s EBITDA for each of the items in AT&T’s proposal in this paragraph.

16.        Reference: Evidence of AT&T Canada, August 20, 2001, Section IV, and paragraph 6-10

(c) Indicate whether, under AT&T‘s proposal for a competitive market, rates to customers would reflect the LEC costs of inputs plus a normal return on equity. 

(d) Over what time period would the conditions in (a) above be achieved? 

(e) Explain how the conditions in (a) would be achieved, in light of the following statement by AT&T “Indeed, in this latter respect, under AT&T Canada’s proposal the ILEC will enter the next price cap period with earnings well in excess of their opportunity cost of capital.

17.        Reference: Evidence of AT&T Canada, August 20, 2001, paragraphs 6-14, and 6-15

Preamble: “As shown in the following table, at an assumed tax rate of 40%, this translates into surplus revenues of $812 million in the year 2000 alone.”

“It is very likely that the ILECs will collectively enter the next price cap period with surplus revenues of at least $800 million per year.”

“As a result, the current $800 million in surplus revenues is probably understated.”

 Request: Provide the calculation used to derive the $800 million per year surplus revenue for the next price cap period.  Provide all assumptions with respect to rates, costs, and average common equity.

18.        Reference: Evidence of AT&T Canada, August 20, 2001, paragraph 6-15

Preamble: “Indeed, were the commission to conduct a Utility segment rate of return proceeding today, it would be likely that the currently approved 11% return on equity would be lowered.  (Emphasis added).

(a) Provide the basis of AT&T’s estimate that the 11% would be lower, including specific reference to regulator benchmarks and decisions.  In particular, provide the National Energy Board and British Columbia Utilities Commission benchmarks for rate of return on equity and Government of Canada long-term bonds, both at the time of the proceeding leading to CRTC Decision 98-2 and the most recent rulings regarding the benchmarks by those two regulators.  

(b) Provide the most recent Consensus Forecast for Government of Canada long-term bonds.

19.        Reference: Evidence of AT&T Canada, August 20, 2001, paragraph 6-16

Preamble: AT&T provides a number of factors, which it considers will further inflate the ILEC’s surplus revenue at the outset to the indexed price cap.

 Request: Indicate whether current and expected reductions in general corporate income tax rates (federal and/or provincial) would be another factor that would further inflate ILEC surplus revenues and returns.  Please explain.

