Questions Related to Transfer Prices Pursuant to Telecom Order CRTC 97-144








Q.1	The companies are requested to restate the cost information for the transfer prices, consistent with the revised information requirements for Phase II studies given interim approval in the Commission's letter dated 16 January 1995.  Provide any demand estimates used to arrive at the costs.





A.1	For Bell Canada, the cost information provided in the Company's response to Telecom Order CRTC 97-144, dated 31 March 1997, was in a format consistent with the information requirements for Phase II studies given interim approval in the Commission's letter dated 16 January 1995. 





The Company notes that no demand estimates were utilized since the study undertaken was a resource cost study. 





Q.2	Provide the distance assumptions for each of the access network and local interoffice network facilities for Bell and MTS, and for the other companies the average distance for DS-1 fiber facilities used in the costing.





A.2	For Bell Canada's access network facilities, an average length of             # was assumed.  For Bell's inter-office network facilities, the costs were developed using the fiber cost factor, consistent with Telecom Letter Decision 93-1.  As such, an average distance was not explicitly assumed in development of the inter-office costs.





The Company notes that certain information in this response is provided in confidence to the Commission pursuant to section 39 of the Telecommunications Act.  The release of this information would enable current and potential competitors to obtain valuable insight with respect to detailed network facilities provisioning information which would enable them to formulate more effective marketing strategies and to focus on specific market segments, thereby prejudicing the Company's competitive position and causing specific direct harm to the Company.  An abridged version is provided for the public record.





Q.3	Provide the costs broken down by outside plant, fiber equipment, and any other components.  For Bell, BC TEL and TCI, compare the DS-1 fiber costs with the fiber costs submitted in the Telecom Public Notice CRTC 96-1 proceeding, and justify the differences, if any.





A.3	A break down by outside plant, fiber equipment, and other components was provided in the Company's 31 March 1997 submission.  





In developing the DS-1 fiber costs for both the Telecom Public Notice CRTC 96-1 proceeding and the transfer pricing study, the same fiber unit costs were used.





Q.4	Compare the companies' costs submitted in this transfer price proceeding with the DS-1 costs in the Stentor Tariff Notice 310 proceeding, and justify the differences, if any.





A.4	The differences between the costs submitted in the transfer pricing proceeding and those in Stentor Tariff Notice 310 reflect a number of differences between the two studies.  The costs submitted in support of Stentor Tariff Notice 310 were for a retail service and as such would include expenses such as those related to billing, service order activity, etc. that would not be applicable in a transfer pricing environment.  In addition, in the retail filing the costs reflect a mix of copper and fiber technology whereas the transfer pricing costs relate to fiber only.  As noted in the original filing in support of Telecom Order CRTC 97-144, the costs associated with deferrable plug-ins were excluded from the study since these items have already been assigned to the appropriate Utility/Competitive Segment of the company.  On the retail side however, these costs would have been included.  





Q.5	Justify, with supporting rationale, the proposed levels of mark-up.  In the case of BC TEL, indicate the proposed level of mark-up.





A.5	The Company provided the proposed levels of transfer price mark-ups in its letter to the Commission dated 31 March 1997.  





The proposed mark-up reflected in both the access network FOTS equipment and facilities transfer price and the inter-office network FOTS equipment and facilities transfer price recognizes the sharing of the benefits of economies of scope between the two segments as well as recognizing the costs of the facilities being used for Utility services that have been warehoused in the Competitive Segment. 





The Company notes that the Competitive Segment needs to provision more broadband facilities than if it were a stand-alone business in order to be in a position to satisfy requirements from the Utility Segment for capacity.
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# Filed in confidence with the CRTC.











