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20 September 2001

Ms. Ursula Menke

Secretary General

Canadian Radio-television and

  Telecommunications Commission

Ottawa, Ontario

K1A 0N2

Dear Ms. Menke:

Subject:
Public Notice CRTC 2001-37 - Price cap review and related issues – TELUS letter dated 14 September 2001

1. Rogers Communications Inc. (“RCI”) is in receipt of a letter from TELUS, dated 14 September 2001 regarding requests for clarification of issues and determinations on public disclosure of information and on further responses to interrogatories.

2. In paragraph 8 of TELUS’ letter, it states:

“TELUS submits that the Commission should rule on all of the procedural matters raised in the Bell letter.  Additionally, the Commission should confirm that paragraphs 39 to 56 of RCI’s evidence – which contemplate changes to the RSR calculation and to Decision 2000-745, more generally – are outside of the scope of the proceeding based on the unequivocal language of paragraph g) of the Scope Ruling.”

3. RCI submits that paragraphs 39 to 56 of its evidence are not outside of the scope of this proceeding, and strongly objects to TELUS’ request.

4. Paragraphs 39 to 56 of RCI’s evidence contain RCI’s proposals relating to the appropriate price cap formula and the appropriate distribution of productivity gains among services and service baskets.  As discussed extensively in RCI’s evidence, this proposal is intended to redress the current imbalance between the three main stakeholder groups that has resulted under the initial price caps plan, to restrict rate increases in high cost areas and address the negative effects of providing ILECs with too much pricing flexibility under the initial plan.


5. These are all issues that have been specifically identified by the Commission as relevant to this proceeding in either P.N. CRTC 2001-37 or Decision CRTC 2001-582:

“As part of the price cap review, the Commission will evaluate whether the current form of price caps continues to represent the appropriate basis of regulation for balancing the interests of the three main stakeholder groups.”

(PN 2001-37, at para. 17)

“The Commission seeks proposals on what determinations should be made with regard to the elements of the new price regulation regime, including:

a) the components of a price cap formula, including the appropriate measure of inflation, the level and applicability of a productivity factor, and the treatment of any exogenous factor;


b) the definition and treatment of capped and uncapped services:


c) the service basket structure; and


d) the length of the price cap period.”

(PN 2001-37, at para. 19)

“For 2001, the distribution of the subsidy will be based on current bands and allocation factors.  Any remaining implementation issues for 2002, such as changes to the basis for distributing the subsidy, will be determined in the proceeding initiated by this public notice.”

(PN 2001-37, at para. 26)

“With the subsidy mechanism established by Decision 2000-745, incumbents and competitors will be compensated for providing residential local service, and possibly business service, in high-cost areas.  The Commission invites 

proposals on the appropriate treatment of rates in high-cost serving areas.”

(PN 2001-37, at para. 27)

“…Competitive conditions in the local markets are relevant to determining the degree of pricing flexibility, if any, to be granted to the ILECs.”

(Decision CRTC 2001-582, at para (f))

6. It is clear from reading paragraphs 39 to 56 of RCI’s evidence that it falls squarely within the issues identified by the Commission as within the scope of this proceeding and the company is not proposing “fundamental changes” to determinations made in Decision CRTC 2000-745.  RCI’s proposal maintains the fundamental methodology adopted in that decision (percentage revenue tax, national subsidy approach, Phase II costing approach, imputed optional service revenues, annual review, central collection and administration, eligible and exempt service revenues etc.).


7. The reforms proposed by RCI are reforms to the price cap regime that are clearly within the scope of this proceeding.  While they will hopefully result in a reduction in the total subsidy requirement over time, the reforms co-exist with the regime established in Decision 2000-745.


8. It should be noted in this regard that the impact of price changes on the total subsidy requirement was specifically recognized by the Commission in Decision 2000-745 and was reiterated by the Commission in PN CRTC 2001-37 at para. 11:


“…In that decision, the Commission also determined that any increases to rates for primary exchange residential service in high-cost serving areas will reduce the subsidy requirement.”


9. RCI’s proposals will have a similar effect of reducing the total subsidy requirement.  This is no different from the intended result of the ILECs’ own pricing proposals that will result in changes to the total subsidy requirement.


10. In light of the foregoing, it is apparent that TELUS is mischaracterizing RCI’s proposal in an effort to exclude from this proceeding valid proposals for reform of the price cap plan that are inconsistent with TELUS’ position.

11. Accordingly, RCI submits that its Evidence, in its entirety, is within the scope of the proceeding initiated by Public Notice CRTC 2001-37.  RCI requests that the Commission confirm that this is the case and deny TELUS’ request.

Yours truly,

Original Signed by:

Ted Woodhead

TW/mtc

c.c:
Parties to Public Notice 2001-37
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