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Opening Remarks

Introduction by
|;|"
General Manager

Thunder f}'.-.'_'.' ;".;'"Jlr'f.l.llh'.'rff‘
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Background

Thunder Bay Telephone
£ Founded in 1902,
£ The largest independer telephone company in
[.,'; el
Fi I:I.r-l'l'l'li!'arq'.". :‘.'_,llIH'JrII .l'q'.'.l‘|‘1Lf4" l'-'.r .|I|".-'4"i.'1| J'q:'lrt":'rH.IJ.'.IHH.'J:L":'u'.I'JIr Mg
services within the City of Thunder Bay, and 1o
21 rural municipalities.
£ Services cover an area of 1,340 square miles and
LN access lines.
¢ Local network interfaces with Bell and AT&T
‘ Canada inter-city neftworks to extend servic
.

3 bevond Thunder Bay.
L
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Background

Kenora Municipal Telephone System

L Founded in 1892

£ Owned and operated by the Comoration of the City
of Kenora.

£ Provides a complete range of volce and data
services to businesses and residents through more
than 10,000 access lines.

¢ Free calling availlable to surmrounding area:
Keewatin, Jaffrey Melick, McKenzie Portage.
Clearwater Bav. Grassy Narrows, Sioux Narrows,
Minaki and Redditt
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Background

Dryden Municipal Telephone System

£ 0Ovned and operated by the Corporation of the City
ol Dryden.

¢Service established in carly 19005

¢6,5300 hnes are comected to the DMS-100 Digital
Switch, which was installed in 1983.

¢ Extended area service to Oxdnil, Wabigoon, S1oux
Lookout, lgnace, Hudson, Vemnmlion Bay and
Perrault.

¢Strong community involvement: supphes services
o the Drvden Hospital, Government Bulding,
school boards and Weverhaueser Pulp and Paper,
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Ontario

Population Density
Rased on Dy Lmas

Speakers Notes:

Providing local services to wide-reaching, large geographic areas with low
population densities is generally more costly than providing the same service

within urban areas.
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Northern Ontario

HORTHERNM
ONTARID

Average Household Income

Thursdes Bay 550480
Dintario 554 9
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Northwestern Ontario

NORTHWESTERN
ONTARID

Regional Population Projections
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| 1T R [e—————
DAECGTA | r .
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Service Areas
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Our Goals ,.-"'Z.':nmg

/" TTHE

to relialde and affordable services in concert with the

implementation of the new national HCSA subsidy plan and
the elimination of contribution revenues.

To assist the Commission in the development of an
appropriate price regulation regime, which will provide the
CAPTS members with the incentives to be more efficient and
innovative with the opportunity te earn a fair return and, at

the same time, reduce the regudatory burden.
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High Cost Subsidy Plan

& The subs "-_'n' r'c"-'g'-'n'.":'.'.rn:'u.l' and the new .r':"_l.'uI'-;'.'.'n-"_'l- r'-"_'.':J'Jr.'.'-
are close Ly related
The use of proxy costs based upon national averages

d fromn ex-Stentor companies may not be

Commission-defined HCSA bards may not adequately
capure the HCSA characteristics of CAPTS members’
i rj'.h!".r'il'h:.h'_[: IFES.

Proxies based upon ex-Stentor companies may
underestimate the level of costs in CAPTS members”

aperdating territories.
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Decision 99-16. 19 October 1999 _-

I elephone S5ervice o High Cost 3ervinge Are

Decision Y9-16 states:

“a clearly defined geographical area where the
incumbent local exchange carrier’s monthly costs to
provide basic service are greater than the assoctated

revenues generated by an affordable rate as approved by

% P ' ~ P P I
r."n" Commpussion, Cosis are r-'.'.'rn.rr::.fr-'r.f HAME Fhase I or

Plr]'if.'l-l'" ff—r.nig' COoRIs, f.i'lllil'.'f {err iff.i'frl"-l'.rlr.rl"]:ifurl" ]'i'“'l'l"li.-ﬂ'f.r {!JJ!HI.'FE"
Il costs are long-run, incremental costs calculated in

accordance with directives established by the

' Commission).” [paragraph 7]
o Iy

) §

Speakers Notes:

Consistent with the above definition of an HCSA, TBT operates in a clearly
defined geographical area encompassing the City of Thunder Bay and
surrounding areas. TBT is currently in the process of calculating it’s costs to
provide basic residential service in its operating area using Phase Il like costs
and an appropriate mark-up. Accordingly, once these costs are calculated an
HCSA subsidy determination could then rely on whether the calculated costs are

greater than an affordable rate as approved by the Commission.
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National Average Residential

.:'_‘l'h.nzlrr
l.ocal Rate " TTELEPHONE

£ Fixed at 322.73 for HCSA.
¢ This rate could accordingly be viewed as an affordable

rate for purposes of CITC subsidy calcudation.
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Proposed Methodology for
- i Thander Bay

Subsidy Calculation (TBT’s)~" 7raersone

IJ f"ﬂ-{'.‘ ! ¥ OO LE Lok I|'.'|"|'.'I'nl..-l'lr-l" .‘.I'-I'.! i1 !.If' .H'.'H.-I'l!ll'fl'f f:nr .'l.l"r'l'J:i'-l" l.l'.! I'.r i
operating territory using Phase Il methods and a mark-up.
¢ Less the National Average Residential Rate.

£ Lexs the CMHNC's deemed revenue from other services.

Speakers Notes:

Compare CITC’s average PES residential costs to the ex-Stentor national

weighted average residential price to determine the extent to which a subsidy is

needed..

* avoids definitional distortions related to wire centre sizes and architectures

* provides an incentive to move local rates closer to the national weighted

average

e recognizes the relatively higher cost to provide service in a small CITC

* provides basis to move to price regulation
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Concerns with the Proposed
HCSA Banding Structure

¢ That thes bandine structure will exclude CHTC HUSA
residentiol NAS simply on the basis of wire centre defimtion.

£ PES costs not only incfude local loops but alse other plant
and service-related costs.

¢ CITCs are small; therefore, economies of scale and scope

are not equal to ex-Stentor members,

Speakers Notes:
* material costs (volume discounts), equipment, vehicles

* plant operations would be higher in CITC’s based upon reduced scale of

operations

* remoteness, low exchange density and long loops
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Wire Centre Definition

The € .rh'n'{fﬂ'f.l'n'_'.' mofes that the network architecitire 1'-'|f.|il CIre
determines the extent to which NAS qualify as HCSA per the
Public Notice, not the CITC's cosis.

al A .":'.‘rllh-:'rre."u" 'IH '.'.'.rr.;JH ETA f.H_L' Creds, |:.|I|"I|l_r]||' '_'I'JJ'l‘l"J'l‘.r l'-:.r L ..'IF'l"
cenires is significantly different in an independent than
in an ex-Stentor company.

b Accaordingly, a large wire cenfre in the territory of a
CITU is more than fikely 1o include a larger proportion of
its NAS served by remotes as appased (o direct connecis

fer the host with increased service cosis s a restill

Speakers Notes:

The fact that a wire centre with greater than 8,000 NAS is considered non high
cost in the operating territory of an ex-Stentor company does not necessarily

track with the situation of a greater that 8,000 wire centre in the operating area

of a CITC.
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Wire Centre Definition < Diunder Bay

Typical Thunder Bay Telephone Service

RiLM
HAS « 1§15 LELVERN
ERES 14T {RES: 90T
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National Average Phase 11
cost including 15% mark-up

On the matter of the 1 3% mark up to be applied to the

sts, CAPTS notes that the 15% was explained
an 2000-T45 te recover fixed common

not intended to recover dif tween Phase [IT

embedded cosis and Phase IT current cosis.

CAPTS also notes that in that Decision the Commission
explamed that a imited amount of guantitative evidence

Wil _,l'-'.l"J'H'.l: ded to suppart an appropriate mark-i S
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National Average Phase II cost

including 15% mark-up

CAPTS agrees that tne level of mark up should not be sel

to recover d between Phase I1] and Phase |
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Deemed Revenue from

- ; ; ..""-._-_ Thunder By
Other Services R Im e
On the matier of whether any downward adjusiments o the
maonthly 35 implicit contribution amownt per residential

NAS generated by other local services is appropriate,

CAPTS notes that the monthly amount generated by other

focal services inils aperating ferrilory is significamnly

below the 35 i'H.r,'.'fn:-:'u:I' conil Fibition amotired. Considering .

Accordingly, CAPTS proposes that the contribulion amouni
be initially set at a CITC's actual amount in the first vear
with an incremental phase-in of 3050 per vear per

idence NAS over a ir period or the periodinwhich

the approved threshold is reached.

Canadian Alliance of Publicly Owned Telecommunications Systems Presentation to the CRTC

21



7//1' hunder Bay
Slide 22 TELEPHONE

Subsidy Requirement - HCSA _
Business NAS :

On the matier of subsidized HCSA business NAS,
CAPTS is of the view that such a subsidy is not
appropriate or required if the residential subsidy is

calculated as proposed.
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Transition Penod ,f",;.'. L —

" TELEFHOME

On the issue of the requirement for a transition period,

CAPTS notes that to the extent that company-specific Phase

Il costs plus an appropriate mark-up are used, such

shortfalls would by definition be related to the difference

berween Phase TN and Phase T

Further noting that the former Ph
capped by the Commission, CAPIS wowld, therefore,
suggpest that the caleulated shortfall would be minimized

F F
PEFRELEF |'.||Jl" PPN E G PN ENL A,

CAPTS notes, however, that a transition period may be
required for a number of reasons and accordingly supporis

a transition approac
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Direct 1oll f"';..;&im:krﬂ:v

The Commission noted that the current mechanism may
not be appropriate
15SUES:

a) the calculation of costs

b) the apportionment of the costs among

intercovnnecied foll carriers

CAFPTS would be willing to work with the Commission
to arrive at a better mechanism for ITC 's to recover

COSES.

Speakers Notes:

With respect to the apportionment of the costs among interconnected carriers
CAPTS does not at this time see a better causal relationship between the costs
borne by the Company in providing the service and the service provided to a

long distance service provider than originating and terminating minutes
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Network Access

The Commission noted that network access rales are

Iul'ilr-lurfn.fl'llrl'"f‘r l"Jr-'__I!_I J"l"]'l'l.-r_'l'_|I.|"-'.|' f.’ir.’q'.'_rfr.r |"i|'..'l'f lel'l'"[h"i" .Ir.lr : ..'|.

The Conmnission noited theat the currert mechanism T

rt be appropriaie,

CAPTS would be willing to work with the Commission
o arrive at a better mechanism for [TCs to recover

CErEEE.
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Closing Remarks
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