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INFORMATION REQUESTED BY

CANADIAN RADIO-TELEVISION AND TELECOMMUNICATIONS COMMISSION

ABRIDGED


Q. IN RESPECT OF EACH ILEC SERVICE PURCHASED BY THE COMPANY FOR WHICH IT INCURERED AN EXPENDITURE THAT WAS ONE OF THE FIFTEEN LARGEST EXPENDITURES FOR ALL SUCH SERVICES PURCHASED IN 2000:

A) PROVIDE A DESCRIPTION OF THE SERVICE, INCLUDING ALL RELEVANT LOCAL RATE ELEMENTS (E.G. TREAT DNA AS A SINGLE SERVICE);

B) LIST THE SERVICES IN DESCENDING ORDER OF MAGNITUDE, HAVING REGARD TO THE COMPANY’S EXPENDITURE ON THE SERVICE; AND

C) PROVIDE THE COMPANY’S ACTUAL YEAR 2000 EXPENDITURES FOR THE SERVICE, EXPRESSED BOTH IN ABSOLUTE DOLLAR TERMS AND AS A PERCENTAGE OF TOTAL EXPENDITURES ON ALL ILEC SERVICES PURCHASED BY THE COMPANY IN 2000.

ANSWER:

A) RCI is providing this interrogatory response in terms of the services purchased by Rogers Wireless Inc. (RWI) to provide wireless services.  RCI notes that RWI does not track the expenditures on a service specific basis, but on a more general level.  Detailed information below this level is not available.

Interconnect Services - Includes services purchased pursuant to the ILEC’s Wireless Access Tariffs, and LRN absent services pursuant to the ILEC’s Carrier Access Tariffs, Local Services.  These services are part of the Competitor Services basket.  In addition, various access charges (DS1, DS3, analog access, any mileage charges associated with the access services, and various service charges), are included in this amount.  These services are not currently part of the ILEC’s Competitor Services basket.

Telco Transmission Services - Includes Digital Network Access services, analog access services, and charges associated with SS7 Connectivity.  The access services are not currently part of the ILEC's Competitor Service basket, however, WSPs require these services to interconnect with the PSTN.  The SS7 related services are included in the Competitor Services basket.

Intercarrier Other – The list of tariffed services included in this category is unavailable from our accounting system.  In order to determine the actual services purchased would require an examination of the actual invoices received.

Long Distance – Contribution payments under the per-minute / per-circuit contribution collection mechanism.

Telco Block – Includes costs associated with telephone number charges purchased through the ILEC’s Wireless Access Tariffs.  In addition, costs associated with code 

administration and Billed Number Screening Database charges are included here.  These services are part of the Competitor Services basket. 

911 Costs – Includes the per number costs charged to WSPs, pursuant to Telecom Decision CRTC 99-17.  These costs vary by telephone company, and are subject to change on an annual basis.  These services are not part of the Competitor Services basket, as the revenues from 9-1-1 are currently frozen.

B & C)
RWI’s actual Year 2000 Expenditures for the above services are provided below.

RCI submits the following information in confidence to the Commission pursuant to Section 39 of the Telecommunications Act.  RCI notes that RWI has consistently treated information at this level of detail as confidential and has not disclosed this information in any public proceeding or in public documents.  Moreover, in a competitive environment such as wireless, disclosure of such information on a disaggregated basis could reasonably be expected to result in specific direct harm, material financial loss to RWI, and prejudice RWI’s competitive position in the market.  An abridged version has been provided.

Service Purchased
Year 2000 Expense

($)
%





Interconnect
#
53.80%

Telco Block
#
16.64%

Long Distance
#
13.03%

Intercarrier – Other
#
7.43%

Telco Transmission
#
6.36%

911 Costs
#
2.73%

Total:
#


Q.
IN AT&T CANADA’S 20 AUGUST 2001 SUBMISSION, PARAGRAPH 5-6, AT&T CANADA STATES THAT ITS PROPOSED, MORE BROADLY DEFINED COMPETITOR SERVICES BASKET INCLUDES SERVICES SUCH AS DIGITAL NETWORK ACCESS, DIGITAL EXCHANGE ACCESS, PRIMARY RATE INTERFACE AND CENTREX SERVICES. IN ITS RESPONSE TO INTERROGATORY CALL-NET(CRTC)31AUG01-3203, CALL-NET NOTES THAT DIGITAL NETWORK ACCESS AND MEGALINK ARE KEY ILEC INPUTS.  AT&T CANADA AND CALL-NET ALSO IDENTIFY NUMEROUS OTHER ILEC SERVICES EACH CONSIDERS SHOULD EFFECTIVELY BE TREATED AS A COMPETITOR SERVICE.

A) IDENTIFY AND DESCRIBE THE FIFTEEN ILEC SERVICES NOT CURRENTLY CLASSIFIED AS COMPETITOR SERVICES THAT THE COMPANY CONSIDERS ARE THE MOST IMPORTANT ILEC INPUTS TO ITS BUSINESS OPERATIONS, RANKING EACH SERVICE IN DESCENDING ORDER FROM MOST TO LEAST IMPORTANT.

B) EXPLAIN THE COMPANY’S REASONS FOR SO IDENTIFYING EACH SERVICE AND FOR ITS RELATIVE PLACEMENT OF THE SERVICE IN ITS LIST.

C)  IF A SERVICE IDENTIFIED IN RESPONSE TO THIS INTERROAGATORY IS NOT ON THE LIST PROVIDED IN RESPONSE TO INTERROGATORY RCI(CRTC)25SEPT01-4200, PROVIDE THE COMPANY’S ACTUAL YEAR 2000 EXPENDITURES FOR THE SERVICE, EXPRESSED BOTH IN ABSOLUTE DOLLAR TERMS AND AS A PERCENTAGE OF TOTAL EXPENDITURES ON ALL ILEC SERVICES PURCHASED BY THE COMPANY IN 2000.
ANSWER:

A) RCI is providing this interrogatory response in terms of the services purchased by Rogers Wireless Inc. (RWI) to provide wireless services.

In terms of services not currently classified as Competitor Services that RWI considers to be the most important inputs to its business operations, RWI uses very few such services.  They are Digital Network Access services, including DS1 and DS3 accesses, and associated link charges.

B) RCI notes that Digital Network Access services have been identified because wireless access services cannot be provided without also purchasing the digital access facility.

C) Digital Network Access service was included in the list provided in Response to Interrogatory RCI(CRTC)25Sept01-4200.  RWI notes that the specific level of expenditures associated with this service are not available.

Q.
AT&T CANADA, CALL-NET AND RCI, THE COMPANIES AND TELUS PROPOSE DIFFERENT APPROACHES TO PRICING COMPETITOR SERVICES.

PROVIDE, WITH REASONS, THE COMPANY’S POSITION ON THE ADVANTAGES, DISADVANTAGES AND IMPLICATION OF APPLYING EACH OF THE FOLLOWING PRICING APPROACHES TO ANY GROUP OF ILEC SERVICES THAT MAY BE IDENTIFIED AS “COMPETITOR SERVICES” (AS A GROUP APART FROM, AND NOT INCLUDING, ILEC SERVICES CURRENTLY IDENTIFIED AS COMPETITOR SERVICES):

(A) A DISCOUNT FROM THE RETAIL RATE FOR THE SERVICE.

(B) A COMPETITOR SERVICE RATE APPROVED BASED ON COSTS PLUS A MARK-UP THAT MAY BE GREATER THAN ZERO.

(C) APPLYING INFLATION LESS A PRODUCTIVITY OFFSET TO THE GROUP OF COMPETITOR SERVICES BASED ON A PRODUCTIVITY ADJUSTMENT APPLIED TO THE REVENUE BASE FOR THE SERIVCES WITHIN THIS GROUP.

(D) APPLYING INFLATION LESS A PRODUCTIVITY OFFSET TO REVENUES FOR EACH SERVICE WITHIN THE GROUP OF COMPETITOR SERVICES

(E) APPLYING INFLATION LESS A PRODUCTIVITY OFFSET TO THE GROUP OF COMPETITOR SERVICES BASED ON A PRODUCTIVITY ADJUSTMENT APPLIED TO A BASE OF REVENUES THAT IS LARGER THAN THE REVENUE BASE FOR THIS GROUP, SUCH THAT PRODUCTIVITY IMPROVEMNTS FROM OTHER UTILITY SEGMENT SERVICES THAT ARE APPLIED TO THIS GROUP OF COMPETITOR SERVICES.

ANSWER:

Regarding Pricing Approach A:

Advantages 

· Discount could be set at a higher level leading to larger rate reductions than would flow from approaches (c) and (d) below.

· Discount for carriers from the retail rate would provide a lower rate only for competitors thereby promoting competition.

Disadvantages

· It is not obvious on what basis the quantum of the discount would be determined.  Generally discounts of this nature have been based on the “avoided” cost concept.  This calculation is fraught with assumption and argument.
· This approach also assumes that there are comparable retail rates for the “Competitor Services” to use as a base for the discounting.  This may not always be the case.

Regarding Pricing Approach B:

Advantages

· Economically efficient if the competitor services are costed correctly.

Disadvantages

· The identification of the correct costs is difficult.  Costs studies are in the hands of the telephone companies and history shows that these studies often are dramatically revised generally to the detriment of competitors.  One example is Bell Canada’s recently updated loop cost study, which drastically adjusted the purported cost of local loops and primary exchange services costs.

Regarding Pricing Approach C:
Advantages

· This approach is fully consistent with traditional price cap regulation in recognizing cost and productivity impacts and applying these to the set of services in the basket.
· Competitors face prices that change going-forward in a manner similar to what would occur in a competitive market.
Disadvantages

· Applying the price cap index to the group of competitor services allows the telephone companies greater pricing flexibility than is warranted given the current state of competition in Canada.  Price changes will be applied to 

minimize the benefits flowing to some competitors while still complying with the overall basket price index.  The telephone company can target reductions to specific competitor services where the level of competition faced is minimal and away from services that are required in areas where it faces more intense levels of competition.  Also, under this approach, without some upward pricing constraint, the telephone companies could even increase the price of some competitor services, as long as it meets the overall price cap constraint.
· Assumes that the going-in rate levels are set appropriately with regard to costs. See RCI(CRTC)31Aug2001-3202.
Regarding Pricing Approach D:
Advantages

· This approach is fully consistent with traditional price cap regulation in recognizing cost and productivity impacts and applying these to the set of services in the basket.
· Competitors face prices that change going-forward in a manner similar to what would occur in a competitive market.
· Applying the price cap index to each service within the basket of competitor services eliminates the ability of the telephone companies to structure price changes to minimize the benefits flowing to certain competitors.  All competitor services are treated similarly.

Disadvantages

· Assumes that the going-in rate levels are set appropriately with regard to costs. See RCI(CRTC)31Aug2001-3202.
Regarding Pricing Approach E:
Advantages

· This approach is generally consistent with traditional price cap regulation in recognizing cost and productivity impacts and applying these to the set of services in the basket.
· This approach would direct the benefits of all (or the majority) of productivity gains to competitor services thereby promoting the evolution of competition.

Disadvantages

· This approach results in none (or a small portion) of the cost savings from productivity gains being passed on to other capped services customers such as residential and business consumers notwithstanding that productivity gains are realized in the services that they purchase.
· As with approach (c) above, applying the price cap index to the group of competitor services allows the telephone companies greater pricing flexibility than is warranted given the current state of competition in Canada.  Price changes will be applied to minimize the benefits flowing to certain competitors while still complying with the overall basket price index.
· Assumes that the going-in rate levels are set appropriately with regard to costs. See RCI(CRTC)31Aug2001-3202.

