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August 15, 2000

Ms. Shirley Soehn

Executive Director – Telecommunications

Canadian Radio-television and

  Telecommunications Commission

OTTAWA, ON

K1A 0N2

Dear Ms. Soehn:

Re:
Phase III Manual Updates

Due to further refinements to Northwestel’s Phase III assignment methodologies (as developed in response to interrogatory NWTel(CRTC)01Nov99-401 PN 99-21 and the accounting separation of Internet Services (as per Telecom Order CRTC 99-625), the following revisions to the Company’s Phase III Manual are proposed for Commission approval.  Northwestel would like to incorporate these proposed revisions into the 1999 Phase III results.

An overview of the proposed changes is explained below.  Draft Phase III Manual pages are provided as hard copies only and attached herewith as Attachment 1.

SECTION B – FIXED ASSETS

B1 – Subscriber Equipment

Subscriber Equipment associated with Internet Services (IS) consists primarily of modem pools (asset code 500) and is specifically identified and flagged as Internet Services (IS) assets based on a study of project files.  IS assets are assigned directly to the Competitive Network – Internet Services (CN – IS) sub-category.

B2 – Local Loop Plant

Local Loop (fibre) facilities associated with Internet Services (IS) are specifically identified and flagged as Internet Services (IS) assets based on a study of project files.  IS assets are assigned directly to the Competitive Network – Internet Services (CN – IS) sub-category.

B3 – Switching Systems

Switching Systems Equipment associated with Internet Services (IS) consists primarily of routers, ports, access servers and software and is specifically identified and flagged as Internet Services (IS) assets based on a study of project files.  IS assets of this nature are now accounted for in a new asset code 190 – Internet Data Equipment and are assigned directly to the Competitive Network – Internet Services (CN – IS) sub-category.

B4 – Transmission Plant

The current methodology for assigning Digital Transmission Plant is based on a 2-way circuit kilometer study, the results of which are applied to total digital transmission plant.  However, Northwestel has conducted a route specific cost assignment for one of its high capacity digital transmission routes, where approximately 85% of this single route is used for a dedicated CN Service.  The transmission investment associated with this one route, as well as the circuit kilometers on this route are extracted from the general circuit kilometer study and assigned to the CN category.  The remaining digital transmission investment will continue to be assigned based on the revised circuit kilometer study.

B5 – Central Office Circuit Termination

Asset Code 270 Loop and Trunk Conditioning Equipment, previously assigned incorrectly to Competitive Network (CN), is assigned to Access as this equipment is related to the conditioning of data loops between the CO and the customer premise.

Central Office Circuit Termination Equipment associated with Internet Services (IS) is specifically identified and flagged as Internet Services (IS) assets based on a study of project files.  IS assets are assigned directly to the Competitive Network – Internet Services (CN – IS) sub-category.

B6 – Other Plant – Structures

Investment related to Employee Housing (Asset Code 831), previously assigned to Other, is assigned to Common.

SECTION C – OPERATING REVENUES

Revenues associated with Internet Services are uniquely identified with specific revenue accounts as listed below and are directly assigned to the Competitive Network – Internet Services (CN – IS) sub-category.

Phase III

     Account


Category

4682
IP Gateway Service

CN – IS

4683
Sympatico High Speed
CN – IS

4781
Sympatico Software

CN – IS

4782
Sympatico COGS

CN – IS

4783
Sympatico User Fees

CN – IS

SECTION F – OPERATING EXPENSES

Account 13: MARKETING AND SALES

Direct operating expenses associated with Internet Services are tracked in a separate cost center.  These expenses include the following: Internet Gateway Fees, Internet Usage Fees; Technical Support & Billing; and Advertising & Promotion.  Internet Services expenses are assigned directly to the Competitive Network – Internet Services (CN – IS) sub-category.

Account 26: ACCESS and Account 48: NETWORK OPERATIONS

The technical forces time reporting system provides a breakdown of person hours into the various types of work (activities) performed.  Hours which are related to general administration and unallocated are assigned to the Phase III Broad Service Categories (BSC’s) based on the prior aggregate assignment of plant investment (versus prorated based on the prior assignment of assignable hours).

Until time reporting codes that are unique to Internet Services are implemented, maintenance expenses for Internet Services will be assigned based on a Northwestel maintenance factor of 4% of Internet Services directly assigned capital.

SECTION J – INCOME STATEMENT - ASSIGNMENT OF OFFICIAL TELEPHONE SERVICE (OTS)

OTS Provided/OTS Consumed

The OTS Adjustment includes the provision and consumption of Internet Services.  OTS Usage of Internet Services is provided through the Company’s Corporate Network and is manually rated as per the tariffed rate of the Internet Gateway Service currently provided to other corporate clients.

Internet Services OTS Adjustment

The provision of Internet Services involves the use of Northwestel’s shared network facilities.  The cost of the use of these facilities is assigned to the Competitive Network – Internet Services (CN – IS) sub-category based on a prorated share of a market based rate for the applicable facilities being utilized (i.e. ATM DS3, Frame Relay).  An off-setting credit will be assigned to the corresponding Phase III Broad Service Category (BSC) that provides the service and where the underlying FACILITY costs have been assigned  (i.e. Competitive Network).

This ‘transfer-price’ adjustment will be done on the income statement as part of the OTS Adjustment.

Yours truly,

Dallas Yeulett

Manager, Regulatory Affairs
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