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	TELUS Corporation

Floor 31

10020 100 Street NW

Edmonton, Alberta

Canada  T5J 0N5


Willie Grieve


Vice President
(780) 493-6590 Telephone

Government & Regulatory Affairs
(780) 493-6519 Facsimile


willie.grieve@telus.com

August 31, 2001

Ms. Ursula Menke

Secretary General

Canadian Radio-television and

  Telecommunications Commission

Ottawa, Ontario

K1A 0N2

Dear Ms. Menke:

Re:
Public Notice CRTC 2001-37, Price Cap Review and Related Issues


Interrogatories to Parties

In accordance with the procedures set out by the Commission in Price Cap Review and Related Issues, Public Notice CRTC 2001-37, please find attached interrogatories from TELUS Communications Inc. addressed to ARC et al, AT&T Canada Corp Inc. on behalf of itself and AT&T Canada Telecom Services (“AT&T Canada”), Call-Net Enterprises Inc. (“Call-Net”), GT Group Telecom Services Corp (“GT”) and Rogers Wireless Inc. on behalf of itself and Rogers Communications Inc. (“RCI”), relating to evidence filed on August 20, 2001.

Copies are being sent to parties and an electronic copy is being filed with the Commission.  Copies are also being sent to the Public Examination Rooms.

Yours truly,

Original signed by Willie Grieve

Willie Grieve

Vice-President, Government & Regulatory Affairs

Attachment A – Interrogatories to ARC et al

Attachment B – Interrogatories to AT&T Canada

Attachment C – Interrogatories to Call-Net

Attachment D – Interrogatories to GT

Attachment E – Interrogatories to RCI

cc:
CRTC Public Examination Rooms

Interrogatories addressed to ARC et al

ARC et al(TELUS)31Aug01-1

With reference to the evidence of Dr. Roycroft:

(a)
Please confirm that marginal cost changes arise from three main sources: (1) input price changes, (2) output quantity changes, and (3) technological change.

(b)
Please identify the source(s) signifying efficiency improvement.

(c)
Please show how it possible to identify efficiency improvements from changes in the marginal cost growth rates from Table 9 of the evidence.

ARC et al(TELUS)31Aug01-2

With reference to page 28 of Dr. Roycroft’s evidence, is the 2.3% change in marginal cost growth considered to be a significant change?

ARC et al(TELUS)31Aug01-3

Please provide a copy of the National Regulatory Research Institute (NRRI) study referenced in paragraph 24 on page 16 of ARC et al’s evidence. 

Interrogatories addressed to AT&T Canada Corp Inc. on behalf of itself and AT&T Canada Telecom Services (“AT&T Canada”)

AT&T Canada(TELUS)31Aug01-1

AT&T Canada makes a proposal that it receive a 70% discount on a broad range of services to be provided by ILECs.  Should the recommendations proposed by other entrants in this proceeding (RCI, GT, Call-Net and Distributel) be adopted by the Commission?  Please explain in detail which aspects of the proposals of the other parties should be accepted or rejected and how these other proposals would be accommodated within the framework proposed by AT&T Canada.

AT&T Canada(TELUS)31Aug01-2

Please provide AT&T Canada’s August 17, 2001 Interim MD & A; May 4 2001 Final Short Form Prospectus; March 26, 2001 Management Proxy/Information Circular; 1999 and 2000 Annual Information Form; April 24 2000 Final Short Form Prospectus; and the 1999 and 2000 Annual Reports.

AT&T Canada(TELUS)31Aug01-3

Provide justification for AT&T Canada’s statement that the “productivity offset” should be “at least 5%” as stated in paragraphs 1-18 and 5-27 of AT&T Canada's Evidence.  Please describe the methodology and provide all calculations relied upon by AT&T Canada to reach this conclusion.

AT&T Canada(TELUS)31Aug01-4

Please provide AT&T Canada’s net income, EBITDA, revenues and capital expenditures for the last five years including 2001 (projected), and AT&T Canada’s rate of revenue and capital expenditure growth on a year-over-year basis for the last five years and 2001 (projected).

AT&T Canada(TELUS)31Aug01-5

Please list the factors that AT&T Canada believes that, (1) local business customers and (2) local residential customers, consider in choosing a service provider, in order of importance to the customer.

AT&T Canada(TELUS)31Aug01-6

Please provide the document referred in footnote 6 to paragraph 2-14 on page 11 of AT&T Canada’s Evidence entitled “Pennsylvania Public Utilities Commission Opinion and Order re: Structural Separation of Bell Atlantic Pennsylvania Inc. Retail and Wholesale Operations (22 March 2001), Docket No. M-00001353.

AT&T Canada(TELUS)31Aug01-7

In paragraph 2-14 AT&T claims that the Pennsylvania PUC recently ordered functional structural separation of Verizon Pennsylvania Inc. to promote local competition.  Please confirm that the order in fact lowered the cost to lease a standard loop by 75 cents or 4.4%.

AT&T Canada(TELUS)31Aug01-8

What is the economic rationale for AT&T Canada’s on-net model?  Please provide all academic sources that discuss this notion and all regulatory decisions that address its proxy approach to approximate the value of self-supplying access facilities?

AT&T Canada(TELUS)31Aug01-9

With reference to paragraph 5-10 and Table 5-1 of the Evidence of AT&T Canada.

(a)
Please provide all details, assumptions and other relevant details used to derive Table 5-1, including the following details:

(i) An explanation of why “no adjustment has been made to the revenue amount reported in the 2000 annual report”.

(ii) A quantification of the following items, specifying in each instance whether they are capital expenditures or expenses:

-
Provisioning costs such as on net per line costs.  Include the number of lines used to derive this estimate.  Also please specify other provisioning costs besides net per line costs.  

-
Additional operations expenses for staff.

-
Additional operations expenses for materials and maintenance.

-
Additional operations expenses for rights-of-ways.

-
Additional operations expenses for building access.


· Any other relevant offsets not specified above.

(b)
Specify and quantify other items included under “Other Cost of Goods Sold” besides contribution, including a separate breakdown of additional on-net savings for this line item.

(c)
Specify and quantify the items included under “ILEC cost of Goods Sold”

(d)
Specify and quantify the items included under “operating expenses”, including a separate breakdown of additional on-net increases for this line item.

(e)
Specify and quantify interest, tax, depreciation and amortization expenses.

(f)
Please provide similar information to that provided in Table 5-1 for the years 1998, 1999 and forecasts for the year 2001 and 2002, including the details requested in parts a) through e) above.

AT&T Canada(TELUS)31Aug01-10

AT&T Canada uses the terms “direct cost” (Evidence of AT&T Canada, paragraphs 1-11, 2-10) and “total direct cost” (Evidence of AT&T Canada, paragraph 4-5, footnote 31). 

(a)
Please define these terms.

(b)
What percentage do AT&T Canada’s “direct costs” represent of its “total costs” for the year 2000?  

(c)
At page 22 of the Short-Form Prospectus filed on April 24 2000, there is a line item for "service costs", is this the same as the "direct cost” described in paragraph 1-11?  

(d)
Please detail the percentage of service costs that AT&T Canada paid to ILECs in the years 1998, 1999 and 2000.  Please also provide this information for the years 2001 to 2006 (projected based on the existing regulatory regime and under the assumption that AT&T Canada’s proposal is adopted for the next price period).  

(e)
Please show the impact on “total costs”, “direct costs” and “service costs” of contribution reform (Decision 2000-745) and the revised costs for loops prescribed in Decision 2001-238.  Please separately identify the impacts for the years 2001 and 2002 (projected) of: (1) the change from per minute to a revenue percentage charge; (2) the change in the amount of contribution from Phase III to Phase II and reduction of the mark-up to 15%; and (3) the reduction in loop costs ordered in Decision 2001-238. 

AT&T Canada(TELUS)31Aug01-11

Provide a dollar and percentage breakdown of AT&T Canada’s inter-carrier payments to the ILECs (per ILEC) and non-ILECs (separately broken out) by category for the current price period and forecast for the next price period, as follows: 

(a)
competitor services (or the equivalent supplied by a non-ILEC)

(b)
capped services (or the equivalent supplied by a non-ILEC)

(c)
uncapped ILEC Utility segment services (or the equivalent supplied by a non-ILEC)

(d)
allocate these costs to each of the business segments that are reported in your financial disclosure to investors.  

AT&T Canada(TELUS)31Aug01-12

Provide a dollar and percentage breakdown of AT&T Canada’s inter-carrier payments to the ILECs and non-ILECs (separately broken out) for the years 1998 to 2001 (projected) and a forecast for the next price period of:

(a)
essential facilities (or the equivalent supplied by a non-ILEC)

(b)
near-essential facilities (or the equivalent supplied by a non-ILEC)

(c)
other facilities/functions/services (or the equivalent supplied by a non-ILEC).  Please specify.

(d)
allocate these costs to each of the business segments that are reported in your financial disclosure to investors.  

AT&T Canada(TELUS)31Aug01-13

Please provide the years 1998 to 2001 (projected) and a forecast for the next price period of the amount and percentage of AT&T Canada’s total revenues are that derived from:

(a)
the resale of services obtained from the incumbents.

(b)
the sale of services provided over a combination of its own together with ILEC facilities

(c)
solely from its own facilities.

AT&T Canada(TELUS)31Aug01-14

For the years 1998, 1999, 2000 and 2001 please list all services that AT&T Canada purchased from TELUS (by Tariff Number).

AT&T Canada(TELUS)31Aug01-15

Please provide the amount that AT&T Canada paid to TELUS for each service (by Tariff Number) for each of the years 1998, 1999, 2000 and 2001 (year to date and projected).  Please also provide AT&T Canada’s forecast for the next price period.

AT&T Canada(TELUS)31Aug01-16

With reference to Evidence of AT&T Canada, paragraph 5-6, please provide an exhaustive list of services, besides DNA, DEA, PRI and Centrex, of the services that AT&T Canada proposes to add to the current list of competitor services.  How does AT&T Canada propose to distinguish between “retail” and “wholesale” versions of these services under its proposal?  Please provide details of the criteria to categorize the ILEC services that AT&T Canada proposes to include in the competitor basket.

AT&T Canada(TELUS)31Aug01-17

Will only Canadian carriers be eligible to purchase competitor services? Will retail customers be able to avail themselves of these offerings?   Given that many of the services AT&T Canada is proposing to be included in the competitor services basket include services utilized by the ILECs retail (business) customers, is AT&T Canada proposing that these customers would no longer be able to utilize these services?  Please explain.

AT&T Canada(TELUS)31Aug01-18

With reference to Evidence of AT&T Canada, paragraph 3-9, in AT&T Canada’s view, do Phase II costs provide for productivity improvements?  Please explain.

AT&T Canada(TELUS)31Aug01-19

Is there an explicit duration for the Facilities Based Carrier Rate proposal of AT&T Canada?  Please explain when and how the FBC Rate would be ended, including the specific “threshold of customers” that is contemplated by AT&T Canada.

AT&T Canada(TELUS)31Aug01-20

In Evidence of AT&T Canada, Appendix A, AT&T Canada says that ILECs generated $812 million in Utility segment revenue in 2000 over and above what would have been necessary to earn a return on equity of 11%.  In paragraph A-8, AT&T Canada notes that a result of contribution reform, ILEC's Utility segments would be worse off by about $650 million.  Does this mean that the "surplus revenue" would be $162 million ($812 million - $650 million)?  Does this amount include the impact of the reduction in Phase II costs as a result of Decision 2001-238?  Please explain.

AT&T Canada(TELUS)31Aug01-21

In paragraph 3-7 of its Evidence, AT&T Canada says that Bell Canada was motivated to reduce contribution since a high contribution rate limited its long-distance pricing flexibility and in paragraph 3-8 claims that incentives implemented by Bell Canada were in response to the imputation test.  What grounds does AT&T Canada have for attributing these motives to Bell Canada?

AT&T Canada(TELUS)31Aug01-22

Please provide the justification for the statement made at paragraph 1-13 that “(i)n almost all cases the level and quality of retail service provided by the ILECs to competitors is inferior to that provided to the ILECs’ retail customers for like services”.

AT&T Canada(TELUS)31Aug01-23

With reference to Evidence of AT&T Canada, Table A-1, Appendix A, please confirm that the amounts shown are aggregate amounts, i.e., they are non-annualized.

AT&T Canada(TELUS)31Aug01-24

Please provide all supporting calculations used to arrive at the average rate increase of $2.40 for TELUS for the period 1998-2000 derived in footnote 9, page 15 of AT&T Canada’s Evidence.

AT&T Canada(TELUS)31Aug01-25

With reference to Evidence of AT&T Canada, paragraph 3-28, where it is stated that NAS grew by 7.4% over the period of 1997-2000, please provide the compound average annual rate of NAS growth for the period 1997-2000.

AT&T Canada(TELUS)31Aug01-26

How does AT&T Canada propose to prevent large users of telecommunication services in Canada from establishing Canadian carrier operations in order to avail themselves of the discounts offered by the competitor basket?

AT&T Canada(TELUS)31Aug01-27

Please provide forecast demand for each of the services proposed to be included in the competitor basket, broken down by ILEC serving territory and for each year (2002 to 2005) of the price cap period proposed by AT&T Canada.  Also provide the actual amounts paid to ILECs for each of these services used by AT&T Canada for each of the years in the current price cap (1998 to 2001) broken down by ILEC serving territory and breakout amounts paid to ILECs and to other service providers.

Interrogatories addressed to Call-Net Enterprises Inc. (“Call-Net”)

Call-Net(TELUS)31Aug01-1

Please provide Call-Net’s 1999 and 2000 AIFs and the Information Circular for the October 14, 1999 Call-Net meeting of shareholders.

Call-Net(TELUS)31Aug01-2

Does Call-Net agree that if the amount of productivity gains that the ILECs were permitted to retain under Call-Net’s proposal were reduced, there would need to be a commensurate increase in the level of mark-up on incremental costs for Carrier Segment Services to compensate for this forgone revenue?  Please explain.

Call-Net(TELUS)31Aug01-3

How does Call-Net propose to prevent large users of telecommunication services in Canada from establishing Canadian carrier operations in order to avail themselves of Carrier Segment Services?

Call-Net(TELUS)31Aug01-4

In paragraph 145 of its evidence, Call-Net suggests that only Canadian carriers should be eligible to purchase services from the ILECs’ Carrier Segment to ensure that retail customers do not avail themselves of these offerings.   Given that many of the services Call-Net is proposing to be included in the Carrier Segment include services utilized by the ILECs retail (business) customers, is Call-Net proposing that these customers would no longer be able to utilize these services?  Please explain.

Call-Net(TELUS)31Aug01-5

Please provide details of the criteria used by Call-Net to categorize the ILEC services that it proposes to include in the Carrier Segment.

Call-Net(TELUS)31Aug01-6

Please provide forecast demand for each of the services proposed to be included in the Carrier Segment shown in Appendix A of Call-Net’s evidence, broken down by ILEC serving territory and for each year (2002 to 2005) of the price cap period proposed by Call-Net.  Also provide the actual amounts paid to ILECs for each of these services used by Call-Net for each of the years in the current price cap (1998 to 2001) broken down by ILEC serving territory and breakout amounts paid to ILECs and to other service providers.

Call-Net(TELUS)31Aug01-7

Call-Net provides a proposal that it not pay any mark-up on a broad range of services to be provided by ILECs.  Should the recommendations proposed by other entrants in this proceeding (RCI, GT, AT&T Canada and Distributel) be adopted by the Commission?  Please explain in detail which aspects of the proposals of the other parties should be accepted or rejected and how these other proposals would be accommodated within the framework proposed by Call-Net.  

Call-Net(TELUS)31Aug01-8

Provide a dollar and percentage breakdown of Call-Net’s inter-carrier payments to the ILECs (per ILEC) and non-ILECs (separately broken out) by category for the current price period and forecast for the next price period, as follows: 

(a)
competitor services (or the equivalent supplied by a non-ILEC)

(b)
capped services (or the equivalent supplied by a non-ILEC)

(c)
uncapped ILEC Utility segment services (or the equivalent supplied by a non-ILEC)

(d)
allocate these costs to each of the business segments that are reported in your financial disclosure to investors.  

Call-Net(TELUS)31Aug01-9

Provide a dollar and percentage breakdown of Call-Net’s inter-carrier payments to the ILECs and non-ILECs (separately broken out) for the years 1998 to 2001 (projected) and a forecast for the next price period of:

(a)
essential facilities (or the equivalent supplied by a non-ILEC)

(b)
near-essential facilities (or the equivalent supplied by a non-ILEC)

(c)
other facilities/functions/services (or the equivalent supplied by a non-ILEC).  Please specify.

(d)
allocate these costs to each of the business segments that are reported in your financial disclosure to investors.  

Call-Net(TELUS)31Aug01-10

Please provide for the years 1998 to 2001 (projected) and a forecast for the next price period of the amount and percentage of Call-Net’s total revenues are that derived from:  (a) the resale of services obtained from the incumbents;  (b) the sale of services provided over a combination of its own together with ILEC facilities; and (c) solely from its own facilities. 
Interrogatories addressed to GT Group Telecom Services Corp (“GT”)
GT(TELUS)31Aug01-1

Would GT agree to pay to retail consumers the penalties proposed by Call-Net in respect of GT's own failures to meet quality of service standards?  Would GT be willing to pay the penalties proposed by Call-Net, as a matter of regulatory fiat, in respect of GT’s own wholesale provisioning of services to CLECs?  Please explain.

GT(TELUS)31Aug01-2

Please provide a copy of GT's Annual Information Form filed February 19, 2001, the Short-Form Prospectus filed May 23, 2001 and GT’s most recent Interim MD&A.

GT(TELUS)31Aug01-3

Would GT be willing to itself comply with the restriction on long-term contracts it proposes for the ILECs?  Please explain.

GT(TELUS)31Aug01-4

Should the recommendations proposed by other entrants in this proceeding (RCI, AT&T Canada, Call-Net and Distributel) be adopted by the Commission?  Please explain in detail which aspects of the proposals of the other parties should be accepted or rejected and how these other proposals would be accommodated within the framework proposed by GT.  

GT(TELUS)31Aug01-5

Provide a dollar and percentage breakdown of GT’s inter-carrier payments to the ILECs (per ILEC) and non-ILECs (separately broken out) by category for the current price period and forecast for the next price period, as follows: 

(a)
competitor services (or the equivalent supplied by a non-ILEC)

(b)
capped services (or the equivalent supplied by a non-ILEC)

(c)
uncapped ILEC Utility segment services (or the equivalent supplied by a non-ILEC)

(d)
allocate these costs to each of the business segments that are reported in your financial disclosure to investors.  

GT(TELUS)31Aug01-6

Provide a dollar and percentage breakdown of GT’s inter-carrier payments to the ILECs and non-ILECs (separately broken out) for the years 1998 to 2001 (projected) and a forecast for the next price period of:

(a)
essential facilities (or the equivalent supplied by a non-ILEC)

(b)
near-essential facilities (or the equivalent supplied by a non-ILEC)

(c)
other facilities/functions/services (or the equivalent supplied by a non-ILEC).  Please specify.

(d)
allocate these costs to each of the business segments that are reported in your financial disclosure to investors.  

GT(TELUS)31Aug01-7

Please provide for the years 1998 to 2001 (projected) and a forecast for the next price period of the amount and percentage of GT’s total revenues are that derived from:  (a) the resale of services obtained from the incumbents;  (b) the sale of services provided over a combination of its own together with ILEC facilities; and (c) solely from its own facilities. 

Interrogatories Addressed to Rogers Wireless Inc. on behalf of itself and Rogers Communications Inc. (“RCI”)

RCI(TELUS)31Aug01-1

At paragraph 10, RCI states, “It cannot be assumed as a matter of course that local competition will emerge by focusing attention solely on productivity offsets and consumer pricing.  The price cap regime must also be tailored to more aggressively foster local competition.”  Please provide copies and references to all economic theory applicable to price cap regulation which RCI relies upon to argue that a  “price cap regime must also be tailored to more aggressively foster local competition”. 

RCI(TELUS)31August01-2
At paragraph 17, RCI states, “These [competitor services] rates are typically subject to change only upon application by an interested party, either an ILEC, or a carrier affected by such rates. Therefore, even if Phase II costs have decreased over the past four years of the initial price cap period, these rates will not have changed unless a specific application was put forth to the CRTC for such purpose.  Such filings have been rare over the past four years, with the result that competitors have been facing a crunch on both sides of their income statements - revenues and costs”  At paragraph 19, RCI states that “the initial price cap plan failed to ensure that competitors benefited from efficiency gains and cost reductions associated with the underlying services and facilities they obtained from the ILECs”.

(a)
Please reconcile these statements with the fact that under the initial price cap regime, the rates for competitor services were set at Phase II costs plus an appropriate mark-up, thus those rates must decrease (increase) with any reduction (increase) in the underlying Phase II costs, upon application of any interested party.

(b)
Has RCI ever filed an application to request the lowering of the rates of any competitor services?  If not, please explain why, in light of the significance of the potential benefits claimed by RCI.

(c)
Is it possible that one reason why so few competitors filed such applications to adjust the rates of competitor services is that they were concerned with the possibility that the actual underlying costs of providing such services, which are a small subset of total ILECs services, may have actually increased, despite productivity gains at the total company level?  

RCI(TELUS)31August01-3

Please provide on the criteria for determining what RCI considers to be “reasonable costs for interconnection” (paragraph 18), and provide all supporting material from economic theory to justify such criteria.  

RCI(TELUS)31August01-4
In Paragraph 28, RCI states “The argument in support of this approach is that it improves the conditions for competitive entry on the revenue side for all parties.  In other words, there is a small relative financial benefit to the competitors, but the upside for entrants pales in comparison to the immense windfall to be reaped by the ILECs.”

(a)
Please explain why setting a higher price point in the market, particularly in the business segments, would only constitute a “small relative financial benefit” to the competitors, in light of RCI’s argument that “competitors need rates…high enough to attract entry and earn a reasonable return on investment” (paragraph 20).

(b)
Do the proposals made by the ILECs in this proceeding provide any advantages or benefits to the ILECs that would not also be provided to any competitors? 

RCI(TELUS)31August01-5

At paragraph 35, RCI states, “like other Utility services, Competitor Services are affected by the annual productivity increases experienced by the incumbent”.  Does RCI believe that all services in the Utility segment benefit from the same rate of productivity increases?  Please explain.  

RCI(TELUS)31August01-6

In paragraph 53, RCI proposes to modify the TSR calculation formula to include an “ILEC Internal Rate Rebalancing Amount (IIRR)”.  Please describe in detail how RCI’s proposal differs from the “target rate” concept proposed by The Companies.  Please explain in detail why this change in the calculation of the TSR is necessary to “reflect the RCI price cap proposal”?  

RCI(TELUS)31August01-7
With reference to paragraph 54, please explain how the costs associated with SIP meet the criteria for exogenous factor since these costs are identified prior to the start of the new price cap plan? 

RCI(TELUS)31August01-8
Should the recommendations proposed by other entrants in this proceeding (AT&T Canada, GT, Call-Net and Distributel) be adopted by the Commission?  Please explain in detail which aspects of the proposals of the other parties should be accepted or rejected and how these other proposals would be accommodated within the framework proposed by RCI.  
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