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March 28, 2002

Ms. Shirley Soehn

Executive Director,

Telecommunications

Canadian Radio-television and

   Telecommunications Commission

Ottawa, Ontario K1A 0N2

Dear Ms. Soehn:

Re: 
Follow-up to Order 2000-789 – Outstanding Rating Issues: Cogeco Cable Canada Inc. Tariff Notice 7; Rogers Communications Inc. Tariff Notice 11; Shaw Communications Inc. Tariff Notice 4

Attached is the Canadian Cable Television Association’s (CCTA) reply to the 14 March 2002 comments received from the Independent Member of the Canadian Association of Internet Providers (IMCAIP) and Mr. Francois D. Ménard on behalf of the Coalition for Better Third Party Access (CBTPA) regarding Cogeco Tariff Notice No. 7, Rogers Tariff Notice No. 11 and Shaw Tariff Notice No. 4.

These reply comments are being provided by the CCTA on behalf of: Cogeco Cable Canada Inc., Rogers Cable Inc. and Shaw Cablesystems GP (the Companies).

The CCTA generally denies all of the allegations made by the interveners in their 14 March 2002 comments, as well as those interveners’ allegations made at any time during the entire course of this follow-up proceeding, which are inconsistent with the Companies’ positions or the Tariff Notices.  Failure to address any particular allegation or argument should not be construed as acceptance of or agreement with that allegation or argument where such acceptance or agreement would be contrary to the interests of the CCTA or the individual companies.  

Sincerely,
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I. 
INTRODUCTION

1. In Terms and rates approved for large cable carriers’ higher speed access service, Order CRTC 2000-789, dated 21 August 2000 (Order 2000-789), the Commission stated that it intended to initiate a follow-up proceeding to consider outstanding rating issues with respect to Third Party Internet Access (TPIA) service.  The outstanding rating issues related to point of interconnection (POI) rates, service charges, and slamming charges.

2. In its letter of 24 May 2001, the Commission requested the cable carriers to file:

a) proposed point of interconnection (POI) rates and supporting cost studies, and associated tariff revisions, for each of the four methods of interconnection identified in Order 2000-789 (dedicated DS-3, Fast Ethernet 100Base-FX, OCS Packet over Sonet, ATM);

b) proposed rates and supporting cost studies, and associated tariff revisions, for gigabit ethernet interconnection or justification as to why such interconnection is not appropriate; and

c) proposed service charges with supporting cost justification.

3. In addition, the Commission requested that each cable carrier also provide justification, including costs, to support proposed charges for slamming in the event that the interim rate of $60 approved in Order 2000-789 is not considered appropriate.

4. On 13 July 2001, the cable carriers filed proposed tariffs, along with supporting costing studies for POI rates and proposed service charges.  In addition, the CCTA along with the cable carriers filed comments describing its position regarding the appropriateness of gigabit ethernet.

5. The Commission now has a complete record regarding all of the issues applicable to this proceeding.  The cable carriers have filed tariff notices with supporting cost studies.  In addition, the cable carriers have provided additional information through responses filed on 12 October 2001 to interrogatories from the Commission, IMCAIP and the CBTPA and responses to supplemental interrogatories from the Commission filed on 15 February 2002.

6. IMCAIP and the CBTPA filed comments on the cable carriers’ proposed tariffs on 14 March 2002.  The Colbert Group filed comments on 1 March 2002 on the cable carriers’ interrogatory responses.

7. The CCTA provides the following reply comments with respect to the proposed POI rates, as well as the other issues identified by the Commission in its 24 May 2001 letter, on behalf of Cogeco Cable Canada Inc. (Cogeco), Rogers Cable Inc. (Rogers) and Shaw Cablesystems GP (Shaw), collectively referred to as “the Companies”.

8. The CCTA’s or the Companies’ failure to provide reply comments on any aspect of IMPCAIP’s, the CBTPA’s or other interested parties comments to this proceeding should not be construed as agreement therewith.  

II.
ALLEGATIONS OF DELAY AND ABUSE OF PROCESS
9. In their comments, IMCAIP and CBTPA are both highly critical of the pace with which the Commission’s process for implementing third party access has been unfolding.
  IMCAIP further accuses the Companies of delaying the process without providing any examples and specifically accuses Cogeco of failure to comply with a Commission directive.

10. The Companies submit that these allegations are groundless and that the parties’ criticism is both unproductive and misplaced.  Contrary to IMCAIP’s allegations, the Companies have not been involved in “on-going delays”, nor have they failed to comply with the Commission’s directives.  The Companies have been actively engaged in the 

Commission’s process in the current proceeding and more generally the broader process to implement third party access.  The Companies have committed substantial time and resources to work through the complex technical and regulatory issues associated with the undertaking.

11. As the Commission is well aware, the Companies and the cable industry more broadly have actively participated in the Commission’s CISC High-speed Working Group to address the various technical, operational and business issues relating to the third party access services implementation.  The Companies dedicated significant time and resources to address all the issues raised in the CISC process and have always respected the objectives, goals and timelines defined under that process unlike the CBTPA which continues to raise issues that are outside of the scope of the group’s work plan.  In fact, the cable companies have been responsible for producing the majority of the reports and accomplishing most of work in the CISC HSWG. To lay blame on the cable industry for the lack of progress is totally false and misplaced.

12. Regarding the current proceeding, the Companies have adhered to the schedule established by the Commission and filed all the information requested and necessary to complete the proceeding.  While the Companies did request a two-week extension to complete the responses to the first round of interrogatories, the CCTA submits that this was not a gross abuse of the Commission’s process that led to significant delays.  The extension was justified by the fact that a significant number of interrogatories were posed and the formats of some were not consistent with the Commission’s rules of procedure.

13. Furthermore, as the Companies indicated in _____(CRTC)16Jan2002-208, the Companies are prepared to start working with any ISP following the receipt of a signed Service Agreement and completed Service Order/Application for TPIA service.

14. The CBTPA’s criticism regarding the length of the proceeding is particularly perplexing.  On the one hand, the CBTPA states “[b]y the time the Commission renders a decision on the POI rates of dominant cable carriers, the venue of competition in high-speed access over cable modems will have been delayed by over 18 months.”  It further claims “[t]he conclusion of the current process needs to occur rapidly, recognizing the harm that has been already caused to competitors …”.

15. On the other hand, the Companies would point out that the CBTPA itself sought to extend the process established by the Commission on 24 May 2001.  In its 24 July 2001 letter, the CBTPA requested the Commission lengthen the process to add an interrogatory stage to the proceeding.  Further, in its letter of 29 October 2001, the CBTPA also requested additional time to file comments in the proceeding.

16. Presumably the CBTPA determined that the benefits to itself of adding additional stages to the proceeding outweighed any negative consequence of extension to the proceeding associated with the time required to conduct these additional stages.  

17. In addition, the Companies submit that the CBTPA has also complicated this proceeding by continually raising issues outside the scope of the current proceeding through the interrogatory process and in its comments.  For example, the CBTPA has sought to re-open portions of Order 2000-789 that have already been ruled upon.

18. In its Comments, IMCAIP alleges that Cogeco failed to provide a complete response to Cogeco(IMCAIP)7Sept01-02, as directed by the Commission in its letter dated 16 January 2002.  In fact, Cogeco has provided a full response to the information requested by IMCAIP, which is now demanding more detail than it originally requested.

19. In its interrogatory, IMCAIP requested Cogeco to "identify the number of ISP customer connections per POI in the preparation of its tariff…".  In Cogeco's 15 February 2002 response to the interrogatory, Cogeco explained that each of the cable systems has at least one and as many as three interconnecting ISPs.  Forecasts were not attempted for each of the individual systems.  For this reason, Cogeco also provided the total number of POI access interfaces for each of the years in the study period.  IMCAIP now says that "Cogeco was directed to provide the number of interconnecting ISPs assumed and has failed to do so" (paragraph 9).  The level of detail requested by IMCAIP is not available and, in any case, was not used in the preparation of the TPIA tariffs.  Cogeco provided the information requested and IMCAIP's complaint is without merit and should be dismissed by the Commission.

III. ISSUES RAISED OUTSIDE OF THE SCOPE OF THE PROCEEDING

A.
CBTPA ESSAY

20. As a preamble to its comments, the CBTPA has submitted a 20-page essay “Sustaining Competition through Points of Interconnection”.  The CBTPA states “[t]he first portion of the Attachments contains an essay on implementing competition through third party access points of interconnection.  The purpose of the inclusion of this essay in the CBTPA’s final comments is to document the public record with one’s interpretation of the context in which the Commission will be making its decision”.

21. The essay submitted by the CBTPA is of the form of general evidence on competition and interconnection rather than of substantive comments on the tariff filings of the Companies.  The Companies submit that the essay does not address either the Companies’ proposed tariffs or the issues identified by the Commission in its 24 May 2001 letter.  As such, the Commission should disregard this part of the CBTPA’s submission and give no weight to this portion of the CBTPA’s comments.
22. The Companies have not provided any comments on the CBTPA’s essay.  The Companies have restricted their reply comments to address issues raised in the CBTPA’s Final Comments, commencing at paragraph 100 of its submission.  However, if the Commission believes that the new issues raised in the CBTPA's essay should be considered in the context of this proceeding, the CCTA reserves the right to file relevant evidence. 

B
TERMS OF SERVICE

23. The terms of service associated with TPIA transport were generally approved by the Commission in CRTC Order 2000-789 subject to requested modifications, additions and deletions of certain terms in the Tariffs of the Companies.  These changes have since been incorporated and are reflected in the revised versions of the Companies’ Tariffs.  The Commission granted final approval to the Companies’ terms and conditions of service and related service agreements in Order CRTC 2001-92.

24. Some parties attempted to raise issues about the terms of service of TPIA throughout this follow-up process.  The CCTA submits that these matters are clearly out of the scope of this current proceeding.  

25. Specifically, the CBTPA, in its 7 September 2001 interrogatories as well as at paragraph 113 of its comments of 14 March 2002, challenges the Commission on the issue of the attachment of servers to the cable network and the ability to run a VPN and suggests that such applications do not contravene the fair and proportionate use clause that exists in the cable carriers’ Tariffs.  The Commission made it very clear in CRTC Order 2000-789 paragraph 12 the purpose for which the access service can be used and specifically identified the following:
…higher speed retail Internet service does not include Internet protocol (IP)-based voice telephony service, multi-casting, virtual private networks or local area networks.

And at paragraph 47 of CRTC Order 2000-789, it further states that:

…for example, the Commission would be of the preliminary view that the attachment by an end-user of a server at its premises would not be "fair and proportionate use" of the access service. The Commission would also, for example, be of the preliminary view that the provision of a LAN service or voice service using the access service would be inconsistent with that part of the proposed tariff that stipulates that the service cannot be used in a way that is contrary to regulation.

The Companies submit that the applications listed above violate the “fair and proportionate use” principle and therefore are suitable reasons for suspending or terminating service.  
26. In addition, at paragraphs 37 and 38 of its Interrogatories the CBTPA has raised the issue of compatible modems.  The CBTPA recognizes that the CISC HSWG has reached an impasse on the minimum standards and certification process for determining cable modem compatibility with the cable network and attempts to bring this issue forward in the context of the POI Tariff proceeding.  The Commission has indicated that it plans to initiate a public process to determine the appropriate technical requirements.  Therefore, the Companies submit that cable modem standards and network compatibility are not issues that are pertinent or relevant to the current proceeding.  All information and arguments relating to cable modems should be disregarded.

27. The CBTPA also challenges the rate charged for a second IP address.  The CBTPA claims in its comments of 14 March 2002, that:

Cable carriers define charges for a “second computer”.  They define such charges but do not have any underlying costs for allocating more than one IP address to more than one device behind the cable modem.

The CBTPA requests that all restrictions associated with the IP address management be removed from the TPIA rates.

28. The CBTPA wrongly believes that there are no substantial additional costs associated with the support of a second IP address and further believes that these costs are related to IP management functions only.  The cable carriers submit that a second computer in a household will consume additional capacity over the network.  The second computer charge will capture the costs associated with IP management and the costs associated with the transport of traffic.

29. Contrary to the CBTPA’s assertion at paragraph 114 that the Commission requested cable carriers to provide an economic evaluation in support for IP address assignment to a “second computer”, the Companies did not receive any such request.  Indeed, a review of the Companies’ tariffs indicates that Rogers received final approval for its additional computer charge in Order CRTC 2001-124 on 8 February 2001.  In approving Rogers’ rate, the Commission noted that it had received no comments with respect to the application.  Cogeco’s rate for additional computers was approved in CRTC Order 2000-789 and on 8 March 2002, Cogeco filed TN 8 to remove the extra computer charges.  Shaw has not filed a tariff for a second computer charge.  The Companies submit that the CBTPA’s complaint regarding the Companies’ rate for additional computer charges is out of the scope of this current proceeding and should be dismissed.

C.
FUTURE TECHNOLOGIES

30. The CBTPA also attempts to raise other issues such as considerations for deployment of future technologies in the POI Tariffs proceeding.  CCTA notes that CBTPA is the only party that has requested a MPLS (Multi Protocol Label Switching) solution.  In balancing the interest of all ISP customers, considering MPLS at this current time will only serve to delay the introduction of TPIA service.  

31. The CBTPA suggests that MPLS-LSP (Multi Protocol Label Switching-Label Switch Paths) configurations should be considered in lieu of the source-based routing approach that has been used to develop the service concept and the current tariffs.  MPLS-LSP issues, in the CCTA’s view, should be discussed in the CISC HSWG, not in the current tariff proceeding.  The Commission established the CISC HSWG to work out the technical details of certain elements of the TPIA service since these were complicated matters that required significant time and resources to resolve.  The CISC HSWG has very successfully developed standards for interconnection options, business processes, network operations and cable modem interface standards, but it took well over a year to arrive at solutions that satisfied all parties.  It is within the mandate of the group to consider future technologies such as MPLS-LSP configurations as well as other new service developments and the CISC HSWG should be given the opportunity to explore those possibilities.  

32. The CCTA and the Companies would be prepared to begin some work in the CISC HSWG to consider future implementations but believe that it is premature to consider MPLS-based solutions.  The Companies submit that the adoption of new technologies that require a significant capital investment in the high-speed service cable network architecture is a decision that is entirely the Companies’ to make and effect.  Those decisions will be made by each individual company and will be based on the business plans and internal planning processes of each cable carrier. 

33. New approaches to TPIA based on MPLS would require a complete overhaul of the existing service design.  Raising MPLS in the context of a tariff proceeding is inappropriate.  When MPLS was raised in the CISC HSWG, the members suggested that the working group should first conclude the current proceeding before attempting to re-design the service with technology that is not currently deployed in any of the Companies’ networks today.  It makes absolutely no sense to re-design the service before it even launches.  To do so would serve only to delay the availability of TPIA for all third party ISP customers including those not currently interested in a MPLS solution.  

34. The 22 January 2002 minutes of the CISC HSWG meeting recorded the following conclusion by the group about MPLS:

The HSWG decided that issues such as the use of MPLS for TPIA should be addressed by the group at a future time and the current TPIA proceeding should not be delayed by a new investigation into MPLS and other technologies identified in HSCO073.
35. The participants of the CISC HSWG agreed that MPLS was still in the early stages of development and was not readily available for implementation.  Therefore, the Companies submit that MPLS should never have been raised in this current proceeding, and all arguments for its support and consideration should not form any part of this current record.  If the Commission rules that MPLS is within the scope of this proceeding, the Companies should be given the opportunity to file comments on this issue.

D.
SMALL SYSTEMS AND RESALE: SUBJECTS OF OTHER PROCEEDINGS
36. At paragraphs 102-103 of its comments, the CBTPA raises issues regarding the regulation of small cable systems as well as the resale regime imposed on cable companies by the Commission.  CCTA notes that these two items have or are being covered under separate proceedings.  The resale of cable’s high-speed Internet access was examined under CRTC Decision 98-9 and CRTC Public Notice 98-14.  The CRTC issued its decision on the requirement of cable carriers to offer resale of their retail high-speed service in CRTC Decision 99-11.  That proceeding is now complete.  

37. Furthermore, the Commission has initiated a separate proceeding CRTC Public Notice 2000-57 to examine the issues of requiring smaller cable carriers to provide TPIA service on a tariffed basis.  Neither of these subjects is relevant to the current proceeding.  They are clearly out of scope and should be disregarded.

IV.
PURPOSE OF RATE-SETTING AND THE APPROPRATE MARK-UP

38. The Companies submit that the proposed POI rates and service charges contained in the tariff filings are based on the Commission’s Phase II costing approach and incorporate a reasonable mark-up.  This mark-up provides a contribution to the recovery of the Companies’ fixed and common costs, as well as the Companies’ variable common costs.  The level of mark-up incorporated in the prices for the POI service and for service charges is the same as the level proposed by the Companies in the proceeding to set TPIA end-user rates, commented on by parties, including IMCAIP and found appropriate by the Commission in Order CRTC 2000-789.

39. In paragraphs 23 to 26, IMCAIP indicates that the non-essential or near essential nature of the TPIA service is not the sole criterion to be used in determining the justness and reasonableness of the mark-up.  IMCAIP indicates that the importance of obtaining access to “foster competition” is a criterion, as well as recognition of “the Cable Carriers’ 

dominant status”.  In addition, IMCAIP states, “the Commission must take into account the current and evolving high-speed IS market realities in assessing the reasonableness of all aspects of the proposed TPIA rates”.

40. IMCAIP’s characterization of the current process for setting rates is inaccurate and should be rejected by the Commission.  IMCAIP espoused a similar position in the proceeding to set the TPIA end-user rates.  In Decision 99-8, the Commission determined the cable carriers’ rates for TPIA service should be supported by costing information and directed the cable carriers to file supporting cost studies using the incremental Phase II costing approach.
  The current process has been established to set rates for the POI elements of the TPIA service, as well as services charges, at levels that recover the Companies’ Phase II costs plus an appropriate mark-up.  In Order 2000-789, the Commission has confirmed this to be the appropriate approach to establishing TPIA service rates:

The Commission has considered the parties’ arguments with respect to the appropriateness of establishing rates on the basis of benchmark or entrant viability.  The Commission remains of the view, consistent with its direction to the cable carriers in Decision 99-8, that rates for the cable carriers’ access service should be based on the appropriate incremental Phase II costs of the service plus an appropriate mark-up.

41. As the Companies and the CCTA have stated before, and the Commission has previously confirmed, unlike like the situation with local telephony access facilities, the third party access service can be considered neither essential nor near essential.  The Commission re-confirmed this view in Order CRTC 2000-211:

With regard to the interveners’ statement that the service charge for the equipment and space should reflect a 25% mark-up, the Commission has previously concluded that high-speed access is not in the nature of an essential service provided by both telecommunication carriers and cable network operators.  Accordingly, the Commission finds that this SFT does not involve services or components, which are in the nature of essential services.

42. Firms must recover their total costs to remain financially viable.  If companies risk being unable to recover these costs, investors will stop providing capital and instead will seek investments elsewhere.  This will lead to a restriction in the capital investments of the company.  As such, the Companies must establish rates across all of their service offerings to ensure the recovery of their incremental costs as well as their fixed and common costs.  

43. If the Commission were to set a mark-up at an inappropriately low level for TPIA related services, the Companies would be forced to try to seek the recovery of these fixed and common costs through increases in the mark-up for their other services.  Otherwise the Companies would be unable to recover their total fixed and common costs. 

44. The cable companies are constrained from recovering these costs from other services.  First, the Commission has already determined that the retail Internet market is highly competitive.  Second, unlike in the local telephone market, the market for distribution of multi-channel video services is highly competitive.  This is demonstrated by the rapid penetration of new entrants such as DTH and MDS companies.  The entrants provided service to more than 1.8 million subscribers of multi-channel video services as of the end of 2001, equivalent to more than 15 percent of all Canadian households.

45. The strength of competitors has been fully demonstrated by their rapid gains in subscribers and market share across all markets in which cable companies compete.  There is absolutely no evidence that competitors require any subsidy towards the costs to provide service.  In the same regard, it is critical for competitive equity reasons that users of a service should recover the costs associated with its provision.

46. As the Commission is aware, the retail high-speed Internet services market is extremely competitive.  This stands in stark contrast to the level of competition in the residential local telephony market.  In the Commission’s Report to the Governor in Council: Status of Competition in Canadian Telecommunications Markets, September 2001, the CRTC found that nationally, 35% of FSA’s (Forward Sortation Areas using first three digits of the postal code) had three or more high-speed Internet service providers.
  Further, the Commission reported that the cable companies had 19% of the Internet access market at the end of 2000, based on subscribers.

47. The cable companies’ share of the high-speed market has also eroded over time.  At the end of 2000, the Commission found that cable companies had 67% of high-speed Internet subscribers.
  Based on the latest reported quarterly information, the four largest cable companies’ market share was approximately 60%, while its share of net additions for the quarter was only 47% (see Table 1).

Table 1

[image: image3.emf]High Speed Internet Subscribers ('000)

Quarterly

Additions YE 2001

Cable modem

Shaw 81 677

Rogers 56 479

Cogeco 16 124

Videotron 22 228

Total Cable 176 1,508

% Market Share 47% 60%

ADSL

Bell Canada 125 689

MTS 7 34

Telus 58 215

Aliant 8 68

Total ADSL 198 1,006

53% 40%

Total High Speed 373 2,514


48. Finally, the Companies submit that currently available and developing competitive alternatives serve to further restrict the Companies’ position in the high-speed Internet market.  Available and developing high-speed access alternatives include
:

· Next generation wireless (using GPRS and 1XRTT, as examples)

· Terrestrial wireless (using licensed microwave spectrum)

· Broadband satellite services (using Ku-band and Ka-band spectrum)

49. For all these reasons, the Commission should reject IMCAIP’s suggestion that the promotion of competition is the purpose of this rate-setting exercise.  Acting upon IMCAIP’s suggestion would discourage economically efficient firms from operating in the high-speed market, and artificially subsidize competitors.  Furthermore, it would discourage investment in broadband network deployments.  It is important to the continued development of the high-speed access market segment that the Commission focus its efforts on setting rates that recover the Companies’ Phase II costs plus an appropriate mark-up.

50. In its Comments, IMCAIP states that it has “serious doubts regarding the reasonableness of the proposed mark-up and strongly suspects the Cable Carriers have improperly attributed costs to the TPIA service which are causal to non-TPIA services, such as broadcasting distribution services and the provision of the Cable Carriers’ own high-speed retail Internet service”.
  These concerns are unfounded and should be disregarded by the Commission.

51. IMCAIP has provided no support for a deviation from the mark-up rate approved in Order 2000-789.  Indeed, while the Companies’ cost studies and interrogatory responses clearly indicate that they have used the same mark-up rate from Order 2000-789, IMCAIP provided no discussion as to why this rate is no longer appropriate.

52. At paragraphs 27 and 28 of its comments, IMCAIP attempts to cast doubt on the proposed level of mark-up by comparing the retail rate for the new high-speed “lite” service of Shaw and Rogers with the TPIA end-user rates.  

53. IMCAIP’s comparison is inappropriate and should be disregarded.  A cursory review of the monthly retail rates for the Companies’ high-speed Internet access service finds that this rate ranges $42.95 for Shaw and $44.95 for Rogers and Cogeco.  Contrary to IMCAIP’s assertion, the comparison of these rates to the TPIA end-user rates of $21.00 - $21.50 for the Companies demonstrates that the level of rates approved in Order 2000-789 are not excessive.  The rates recover both the direct costs of the service as well as an appropriate level of mark-up.

54. IMCAIP’s comments regarding the mark-up and “shared costs” appears to demonstrate a misunderstanding of the purpose of the mark-up and the nature of “shared” costs.  In paragraph 22 of its comments, IMCAIP states “the Commission should require the Cable Carriers’ to disclose to the Commission, forthwith, the costs associated with providing services which the Companies have identified as “shared costs”, particularly those shared costs attributable to the provision of the Cable Carriers’ own retail Internet services, which have yet to be disclosed to the Commission.”

55. In its interrogatory responses, the Companies’ made only one reference to shared costs:

The purpose of the mark-up is to ensure that the proposed prices for the tariffed services not only generate sufficient revenue to recover the incremental cost of these services, but are also sufficient to recover a portion of Rogers’ fixed and common (or shared) costs.  These fixed and common costs are not specific to any one service and may be shared across a number of services, or even across the entire firm.  For Rogers to recover all of its costs, it must price its services such that the aggregate revenue from all services recovers both the sum of its incremental costs plus its fixed and common costs.  In addition, as indicated in the economic evaluation associated with TN 11, Rogers has not incorporated variable common costs (VCC) in the study.  The mark-up also provides for a recovery of these costs.
 

56. Shared costs, which are a component of fixed and common costs, are not specific to any one service, but are shared across any number of services.  As such, IMCAIP’s request to disclose shared costs attributable to the Companies’ own retail Internet service is meaningless.  Some of the costs that are typically shared across services include “headquarters” related costs, including Executive/Senior management, legal and regulatory functions, accounting/finance functions, investor relations and human resources (compensation and benefits), and public relations.  These costs are not incremental to any given service but still must be recovered by the Companies.

57. While some of the costs included in the resource cost studies supporting the proposed service charge rates are associated with contractors, as described in detail in _____(CRTC)7Sept01-104, the decision to employ contractors instead of using internal staff should not impact the level of mark-up applied to the service charges.

58. Outsourcing work to outside contractors is usually less costly and as such these lower costs are reflected in the proposed rates.  In addition, through the application of the mark-up, these lower costs lead to a lower recovery of fixed and common costs.  Together, this translates into lower TPIA service rates which benefits all ISP customers.

59. In addition, the use of outside contractors does not lead to a reduction in the use of corporate overheads:

· the use of contractors instead of direct employees still requires management oversight and control – senior management must evaluate the business case for using outside contractors versus performing the functions internally;

· contractors must be evaluated, selected and their performance assessed on an on-going basis;

· legal contracts must be negotiated and reviewed;

· scheduling of installation orders must be managed and communicated;

· invoices from the contractors must be reviewed, approved and processed.

60. Finally, the Companies would note that as the responses to ___(CRTC)7Sept01-104 indicates, not all the Companies employ contractors to the same degree.  The use of contractors is based on each Company’s specific circumstances.

V.
POI ISSUES

A.
POI RATES AND COST STUDIES

61. In their 13 July 2001 tariff filings, the Companies filed proposed rates for the POI elements of the TPIA service, along with supporting cost studies.  The major components of the POI element are:

a) FOSC and Entrance Facilities

b) Connection from Fibre Entry Splice Cabinet to ISP port on Router

c) POI Router Cards

d) Installation, Disconnection and Maintenance

62. Cogeco has included the costs associated with items a), b) and d) above in its proposed Access rates.  For Rogers, its proposed tariff includes rates for b) and d).  Shaw’s proposed tariffs also include rates for b) and d), with one exception.  Installation of POI router cards, fibre loop converters and associated equipment are customer specific one time charges which will be specified in the POI report as part of the TPIA Service Application process.

63. Shaw has also included a tariffed rate for power associated with the POI router.  Cogeco has included this cost of power in its proposed POI Access rates.  Rogers included this power cost as part of its POI router costs included in the monthly TPIA rate. 

64. A summary of the Companies’ and Vidéotron’s POI elements and associated rates is included in Appendix I.  

65. In addition, for Cogeco, the POI Access rates in its proposed tariffs include costs associated with the POI router such as the router chassis, software and maintenance.  These costs are included in the approved monthly TPIA rate for Shaw and Rogers but were excluded from Cogeco’s rates. 

66. IMCAIP takes issue with Cogeco’s POI Access rate at paragraph 64 of its comments.  IMCAIP claims that the total cost paid by a connecting ISP over 10 years “bears no relationship to Cisco router rates quoted to IMCAIP in the fall of 2001”.  IMCAIP’s comparison is faulty and its claims are unfounded.

67. Firstly, IMCAIP has not disclosed the quoted Cisco router rates it is referring to as the basis for its comparison.  As such, IMCAIP’s contention is unsubstantiated.

68. Secondly, IMCAIP has completely ignored the financing costs, including the return on equity, associated with purchasing a router up-front but recovering the charges on a monthly basis over an extended period of time.
  This causes IMCAIP’s comparison to be both inappropriate and meaningless.

69. Thirdly, as specified by Cogeco in Section 3.3 of its Economic Evaluation, the costs included in its POI access rate include more than just the POI router.  Additional capital costs include POI router software, POI router engineering, installation, management license for hardware, and training and documentation.  In addition, IMCAIP’s comparison ignores various operating costs recovered through the monthly POI Access charges such as router and interface card maintenance, racking, insurance and environmental expenses associated with the POI routers.

70. The Companies have included as General Tariff items rates for those elements for which they do not expect costs to vary considerably from customer to customer based on factors such as the type of interface and the specific POI location.

71. At paragraphs 57 to 60 of its comments, IMCAIP takes issue with Rogers’ and Shaw’s approach to establishing entrance facilities and splicing costs on a case-by-case basis.  IMCAIP claims that the Companies’ approach does not provide constraints on the applicable charges and that the approach is “just a further tactic to delay and frustrate the provision of these facilities and the TPIA service”.  These claims are inaccurate.

72. For Rogers and Shaw, it is anticipated that the costs associated with Fibre Optic Splice Closures (FOSC) and entrance facilities will vary substantially.  As Rogers explained in its Economic Evaluation filed in support of its proposed tariffs:

The capacity and availability of a FOSC and entrance conduit vary significantly between POI locations.  The distances between a FOSC and a Headend also vary significantly. Consequently, Rogers proposes to charge a customer-specific, one-time charge that will be identified through the process described in Section 2 of Rogers Service Agreement approved in CRTC Telecom Decision 2001-124 for this component of the POI.

73. The Companies propose to identify and detail the charges using a process that has been reviewed by the Commission.  This does not represent a delay tactic as IMCAIP submits.  In addition, the Commission retains oversight of the charges developed through this process.  The Companies submit that under these conditions it would be inappropriate to establish a General Tariff rate based on average costs when the costs could vary considerably.

74. The Companies propose that item c) POI Router Cards (and any other associated equipment required such as fibre loop converters, CSU/DSUs) will be provided by the ISPs based on the type of interconnection being deployed.  The Companies submit that the ISPs are best situated to identify, select and purchase the specific router cards compatible with the POI router, that meet its needs.

75. Filing rates for POI interface cards would have similar drawbacks to those identified by the Companies in ____(CRTC)7Sept01-101 for preparing a report for the ISPs on the options and costs of acquiring the POI router cards.  Specifically, CISC HSWG Contribution HSCO021 "Network Elements" lists approximately 19 interface cards that could be used in routers.  In addition, this listing of interface cards is only a partial list of all cards that could be used.  Tariffing rates for all these cards would require the Companies to track the various cards, monitor and assess their capabilities and their costs.  This would be a time consuming exercise, which would require a significant amount of administrative and technical resources, which would increase the costs associated with providing this service.

76. For instance, the manufacturers of the interface cards frequently introduce modifications, withdraw some models and introduce new cards.  While the Companies’ technicians stay informed about the changes in technology and products, there is a focus on equipment that has been selected for use by the Companies.  It would not be possible for the Companies to stay up to date on all interface cards that could be of interest to an interconnecting ISP.  The ISPs are much better positioned to monitor, track and purchase the types of interface cards that meet their specific requirements.

77. At paragraph 62 of its Comments, IMCAIP requests “in the interest of flexibility” that the Companies be required to provide the ISPs with the option of either owning their line cards or using line cards purchased by the Companies.  IMCAIP’s rationale for this proposal is:

In this way, certain ISPs, particularly smaller ISPs, may be able to avail themselves of manufacturers’ volume discounts available to the cable carriers, but not otherwise available to them.

78. The Companies submit that there is no regulatory principle to tariff a service simply to provide competitors with a “comparison shopping” opportunity.  Services are subject to tariffs only when it is deemed that market forces are insufficient to discipline prices.  This is clearly not the case with router line cards, which the Companies, like the ISPs, simply purchase from a third party equipment supplier.  The provision of router line cards does not represent a barrier to entry.  CAIP appears to recognize this fact since they are not requesting that line cards should only be available from the cable carriers, but instead are seeking the “option” of obtaining them from the cable carriers.

79. Following IMCAIP’s flawed logic, the Companies would also have to tariff cable modems to provide TPIA service customers with a “comparison shopping” opportunity.  The Commission specifically rejected a request from CAIP that modems should form part of the mandated resale of Internet Services (IS) established in Decision 99-11:

Moreover, the Commission notes that modems are not barriers to entry for ISPs.  In its submissions, CAIP does not deny that ISPs can buy cable modems from the manufacturer.  ISPs are customers of cable carriers when they resell the carriers’ IS.  ISPs can purchase cable modems to combine the cable carrier’s resold IS to provide IS in competition with carriers.

Accordingly, the Commission clarifies, pursuant to its determinations in Decision 99-11, incumbent cable carriers are not required to resale cable modems to third party ISPs.

80. Similarly, under CAIPs flawed logic, companies such as Bell Canada should be required to tariff all of its network equipment to permit competitors to take advantage of its manufacturers’ volume discounts.

81. Instead of requesting the tariffing of line cards, this issue should be more appropriately addressed by IMCAIP through its own association.  If it is truly concerned about obtaining better prices for its smaller members, it could arrange among its own membership to permit the smaller companies to take advantage of the collective buying power of members such as Bell Canada, Telus, WorldCom and AOL, which is significantly greater than that of the Companies.
  For instance, AOL Time Warner reported revenues of US$38.2 billion for 2001 and has over 1.9 million high-speed cable modem subscribers and over 34 million subscribers to its AOL service worldwide.

B.
GIGABIT ETHERNET CONNECTION
82. In its 24 May 2001 letter entitled “Follow-up to Order 2000-789 – Outstanding Rating Issues”, the Commission directed the Companies to file proposed rates and supporting cost studies, and associated tariff revisions for gigabit ethernet interconnection or justification as to why such interconnection is not appropriate.

83. CCTA and the Companies provided justification for this position in their filings of 13 July 2001, along with additional supporting information in response to an interrogatory from the Commission.
  CCTA and the Companies are still of the view that gigabit ethernet is not an appropriate form of interconnection at this current time and notes that other companies are of the same opinion. 

84. The following is an excerpt from the minutes of the CISC HSWG Meeting of 27 April 2001, which references that some parties do not believe that gigabit ethernet is an immediate interconnection requirement:

The draft POI consensus report, HSRE005 was discussed.  It was agreed that the second paragraph of the description of Task 1 should be modified by revising the language in the second and third sentences to indicate that "some ISPs believe that Gig E is an immediate option, while others, including cable companies, believe that it requires further analysis" and by changing the last sentence to make explicit reference to the processes set out in HSCO038B.   

85. Further to the minutes from that meeting the TIF activities’ diary
 also provides evidence that the Companies along with Vidéotron, AOL Canada and UUNet, are of the view that it is not appropriate at this time to introduce gigabit ethernet as a form of interconnection at a POI to support TPIA Service.  As a result, the Companies have not filed proposed tariffs for this form of interconnection.  While the CBTPA supports the introduction of gigabit ethernet, IMCAIP has not raised any objectives over the Companies’ position on this issue.

86. The POI router is an integral component of the cable carrier’s network, as well as an aggregation point for all ISPs subscribing to the TPIA service.  For this reason, the POI must be engineered as a carrier-class internetworking solution.  Proposals to use combined router/switch solutions designed for enterprise networks as proposed by CBTPA on numerous occasions throughout this proceeding and the use of Gigabit rate interconnections that place the high-speed network at risk from Denial Of Service attacks (DOS), in our opinion, are not sound engineering designs.  Carrier-class internetworking solutions ensure that cable carriers are able to provide network reliability for its TPIA customers as well as its own high-speed end-users. 

87. It is the cable industry’s position that, at this time, even gigabit ethernet interconnections combined with a carrier-class router, such as that proposed by the Companies, is not an appropriate form of interconnection as it fails to adequately address and manage the following issues:

· POI bandwidth aggregation requirements;

· Non-legitimate traffic concerns (DOS) attacks); and,

· POI internetworking and network reliability requirements.

These problems are described in more detail below.

i) POI BANDWIDTH AGGREGATION REQUIREMENTS

88. In a shared network and POI architecture, the cable carrier must be able to manage the total amount of traffic load offered to the ISPs in order to maintain service integrity.  This capability is required to protect against a single ISP with an essentially unbound offered load of 1000 Mbps (gigabit ethernet capacity) impacting the POI interconnections of all ISPs as well as the downstream network.

89. The danger arises when the aggregate load available via the ISP interconnection is far greater than the available load between the POI and the cable carrier’s CMTS infrastructure.  This could occur if gigabit ethernet were supported as a General Tariff connection option and were taken up by as few as one ISP since the maximum capacity of the link between the POI router and the rest of the cable carrier’s network is typically less than 1 Gbps.  As a result, one ISP with a gigabit ethernet interconnection into the POI router could effectively consume the entire bandwidth to the rest of the network and deny service to all other ISPs interconnected at the POI.

90. In Shaw’s case, the implementation of its Metropolitan Area Network (MAN) provides a good example of how a gigabit ethernet connection at the POI can affect the rest of the network downstream.  These rings carry Internet traffic between the CMTS to the regional distribution routers.  Each CMTS is connected at 100 Mbps and aggregated through the MAN to the distribution router, which is typically a Gigabit ethernet connection.

91. If the traffic load from a single ISP were equal to or greater than the capacity of the metropolitan distribution network, it would result in the entire downstream network exceeding its limit.  It has been Shaw’s experience that if more than 1% of traffic is discarded due to contention, a serious cascade effect occurs, resulting in a full traffic/network collapse.

92. As noted in CCTA(CBTPA) 7Sept01-167, the cascade effect that occurs can be explained by the following example:  

Contention occurs when the amount of data exceeds the capacity of the network or network device, when buffers overflow, or flow control, traffic shaping and filtering are not effective or efficient.  These problems can lead to traffic being lost, which can then cause retransmission of data, causing further flooding and a subsequent total failure of the devices and/or the network.

93. Therefore the cable carriers propose that all traffic presented at the POI must not be equal to or greater than the capacity that exists in their MAN distribution network.  

94. The Companies submit that sound bandwidth management practices are sufficient justification for not offering a gigabit ethernet interconnection on a General Tariff basis.   

ii)
NON-LEGITIMATE TRAFFIC CONCERNS
95. The principle reason an interconnection becomes saturated is typically due to non-legitimate traffic.  There are several reasons for non-legitimate traffic to be present:

· Equipment faults

· Provisioning and configuration errors

· Malicious hacker attacks known as Denial Of Service (DOS) attacks

96. The CBTPA, at paragraph 137 of it’s comments, admits that a DOS attack even at rates of 10 Mbps are very problematic.  The Companies wholeheartedly agree that a DOS attack can wreak havoc on the cable network and submit that when it occurs at 10 Mbps it threatens the service availability and at 1Gbps (gigabit ethernet) rates it can knock out the service for a very long time and cause major disturbances to all ISPs and their end-users. 

97. No company can provide 100% protection against any of these issues that are common in the Internet but risks can be reduced by limiting the interconnection rate at the POI.  Much of the technology used today in the global Internet is still not true carrier class fault tolerant and can result in a flood of “non-legitimate” traffic.  The technology is complex and even simple human errors have catastrophic effects.  The Internet is plagued with malicious people, who are overwhelmed with opportunity to wreak havoc just for fun and their own amusement.

98. A flooded CMTS can affect a few hundred to a few thousand end-users.  However, an entire service region on the MAN can easily affect in excess of 10 times the number of end-users from all ISPs.

99. If the MAN floods, all ISP’s operating over that MAN, including the incumbent operator will be without service.  The Companies do not want to take that risk.  As detailed in the records of the CISC HSWG, referred to above, AOL Canada, the largest ISP participating in the CISC HSWG, is not seeking gigabit ethernet as a form of interconnection.

iii)
COST COMPARISON
100. The Companies note that a gigabit ethernet interconnection into a layer-three packet router that provides for carrier-class functionality is not the low-cost solution that certain CISC HSWG participants are seeking.  The gigabit ethernet solution costs are in the same magnitude as Fast Ethernet contained in the Companies’ proposed tariffs.  

101. As illustrated in _______(CRTC)7Sept01-100 a), the cost of a gigabit ethernet solution in a Cisco 7513 carrier-class router is of the same magnitude as a DS-3, POS-OC3, ATM DS-3 or OC-3 interface solution.  Indeed, the multilayer switch solutions supported by some interested parties, particularly the CBTPA, when configured for carrier-class operation, are significantly more expensive.

102. Moreover, while the cost comparison was limited to the capital cost of equipment, the Companies submit that the operational costs associated with the implementation of a gigabit ethernet interface would be substantially higher than the operating costs associated with the OC-3 and DS-3 interface technologies.

103. Therefore, gigabit ethernet cannot be considered a lower cost solution overall in a carrier-class environment.
iv)
SUMMARY
104. The way to reduce the risk of saturation of the MAN is diligent engineering of the Global Internet connections at the POI, essentially by rate managing the interfaces that are appropriate for forecasted traffic.  

105. The cable carriers believe that it is not good engineering practice to have a single POI data rate that is equal to or greater than the rate of the distribution network, serving the CMTS devices of a given serving area. 

106. The implementation of a gigabit ethernet interface requires traffic shaping, router-based policy configurations and even re-engineering of the distribution MAN to the CMTS. 

107. Gigabit ethernet, implemented as a carrier-class solution, is not a lower cost solution in comparison to the other forms of interconnection specified by the Commission in Order 2000-789.

108. The Companies submit that the risks of introducing gigabit ethernet into the cable carriers’ networks far outweigh any benefits that might be gained by the ISPs.  For these reasons, the Companies do not support gigabit ethernet as a general tariff item for ISPs interconnecting to their networks for the purposes of obtaining the TPIA service. 

C.
RESPONSIBILITY OF CARRIERS TO SELECT NETWORK EQUIPMENT

109. Interested parties to this proceeding and participants in the CISC HSWG have attempted to influence the specific network equipment deployed by the Companies in their networks.  While input regarding the types of interfaces required to interconnect the ISPs’ and the Companies’ networks is relevant, the Companies maintain that the responsibility for the selection and deployment of equipment within the network is their sole responsibility.  As the Companies have already indicated, they will deploy carrier-class equipment, which supports the interfaces specified by the Commission in CRTC Order 2000-789.

110. The low-cost combination routed switch solutions (layer 2/ layer 3) based on gigabit ethernet proposed by certain CISC HSWG participants and re-affirmed in the CBTPA’s comments would compromise the ability of the Companies to not only manage bandwidth but also manage the separation and segregation of IP network traffic between all ISPs.

111. This is a fundamental requirement for the TPIA service.  The routed switch gigabit ethernet solutions do not support the same internetworking functionality that is well established in the more mature products that the Companies plan to support.  The features lacking from the proposed routed switch gigabit ethernet devices include:

· Interface packet buffering to ensure that overflow is managed and information is not lost;

· Queue management which provides equal access to all ISPs;

· Wide-area network interface support which is important for those ISPs that require long-haul interconnections; and,

· Interface rate management and traffic shaping to ensure equal access to available bandwidth by all ISPs.

112. In the May 2001 edition of Communications & Networking, the Canadian Journal for Telecom and Networking Professionals, Dan McLean, director of enterprise network services research at IDC Canada Ltd. shares the same concerns over gigabit ethernet as the Companies.  Mr. McLean noted that:

The chameleons are breeding too, it seems.  IBM, HP, Cisco, 3Com, Nortel, Lucent, and Intel all promote Gig-E offerings of various stripes and colours, while less known Foundry, Juniper, and Sycamore have been generating much interest too.  Newcomers Atrica (a recent 3Com spin-off), Aura, Zuma, Force 10, Extreme, Luminous Networks, Lantern Communications and several others are now springing, it seems, from under every wet leaf.

He further noted that:

Proper management tools are simply not in place.  And not just QoS and reliability tools but important business systems as well.  How do carriers build billing schemes for delivering all these different gradients of QoS or manage a carrier-grade Ethernet infrastructure?  Those things really haven’t been figured out yet.

113. The Companies are responsible for the operation of the POI as well as their entire network.  The POI design must provide for a high level of reliability and integrity.  An interconnection based solely on routed switch gigabit ethernet solutions is incapable of providing QoS and will compromise the ability of the Companies to provide equal access to all ISPs.  It also threatens the security and integrity of the data carried over the network and would deny the Companies from offering a carrier-grade service.

114. The Commission has traditionally permitted carriers to implement the equipment or technology that the carrier deems necessary to provide services over their network.  The selection of specific POI routing equipment must remain the responsibility of the Companies.

115. The Companies anticipate that the Commission will continue to ensure that recognized network standards are used and appropriately implemented for interconnection and interoperation with another network.  The Companies continue to support this approach.

116. In the CBTPA’s comments at paragraph 132, the CBTPA proposes a combined router/switch solution based on a CISCO 7600 series router that supports 32, 20 and 8 interconnections.  The Companies forecast of interconnecting ISPs, as detailed in their response to ___(CRTC)16JAN2002-2, average between 2-3 interconnections per POI.  The Companies attempted to reduce the overall costs of the POI and transport rates by employing reasonable assumptions regarding forecasts and applying those figures to the development of technical solutions and associated rates that are fair.  We believe that the CBTPA’s examples detailing the costs for 32, 20 and 8 interconnections are unrealistic.  If the CBTPA insists on configuring the POIs to support that potential level of interconnections, the ISPs will have to take on substantially more financial risk for the POI components than what the Companies have currently assumed.  The CBTPA has not provided any support for the Commission to replace the Companies forecasts with those made by the CBTPA's, nor has the Commission or parties to this proceeding had an opportunity to test the CBTPA’s forecasts through interrogatories.  The CCTA believes that the Commission should not give any weight to the CBTPA's estimates. 

117. Moreover, the CBTPA provides the costs per port and the cost per ISP.  It concludes that the cost per ISP is identical whether there are 32, 20 or 8 interconnections. CBTPA in the same analysis concludes that the cost per port does vary according to the number of interconnections.  CCTA does not understand how the CBTPA can arrive at such a conclusion.  In our view, the cost per ISP should equal the cost per port, except where an ISP uses multiple ports.

D.
LOCATION OF POIs

118. In establishing the locations of the POIs in their networks, the Companies have balanced their current network architecture with a number of factors including:

· the practicality of delineating serving territories for the regional service providers; and,

· reducing the distance of the interconnecting facility that would be required between a TPIA customer’s POP and the POI.

119. Each cable company has proposed an approach based on its network architecture, the level of interconnections that exists between their licensed systems and the amount of capacity existing in their backbone facilities.  The Companies’ responses to ____(CRTC)16Jan02-204 provides details regarding the selection of the location of POIs.  The Companies believe that they are best equipped to determine the extent of available facilities within their network.  While each approach varies in some respects there is one common fact: the costs associated with the transport of ISP traffic from the POI in a headend to either another headend or to a central point, the backhaul costs, were not included in the costs recovered through the end-user rates approved in CRTC Decision 2000-789 or in the costs that underlie the proposed rates filed in the current proceeding.  

120. For example, in Shaw(CRTC)16Jan02-204, Shaw states that it:

…is proposing to locate the POIs at the system headend.  All but the very smallest communities served by Shaw contains a headend.  A headend is the main aggregation and transmission point of signals for a specific serving territory.

…

The current Shaw TPIA tariff assumes one POI per system or serving territory.  The establishment of an alternate POI in a system or serving territory will lead to additional costs as the POI facilities would have to be duplicated and transport costs assumed back to the headend.  

121. The Companies’ proposals in this proceeding are also consistent with the tariffs for TPIA end-user access approved in Order 2000-789.  The TPIA end-user access rates cover the cost of providing service from the end-user’s premises to the POI locations proposed by the Companies in this proceeding.

122. A review of the comments received highlights the divergent views and interests of the potential customers for the service.  Satisfying all of these requests would lead to additional costs and higher rates.  The Companies submit that it would be unreasonable and unnecessary to mandate the tariffing of all the possible permutations of interconnections.

123. In his comments of 1 March 2002, Jean-Louis Bouthillette, The Colbert Group (TGC), argues for a single high-level POI per cable company, though he also appears to support multiple levels of interconnection per cable company:

My proposal is to the effect that the cable companies should be forced to offer TPIA with a single point of interconnection (POI) to their network, not five, or twenty-five or forty. At a maximum, the number of POIs an ISP should connect to in order to offer its Internet Service to all of an MSO's serving territory should be equal to the number of locations where the MSO itself hands over its own Internet traffic to another IP carrier.

…

Of course, the CRTC may also decide to force the MSOs to accept interconnection at additional locations in order to favour TPIA for regional ISPs for which a connection to this central location might not be appropriate

124. IMPCAIP also argues for mandating multiple levels of POIs within the Companies’ network.  At paragraphs 35 and 36 of its comments, IMCAIP states the following:

Accordingly, the POI tariff must expressly require the Cable Carriers to explore the technical and economic feasibility (meaning the cost to an interconnecting ISP would be lower than the tariff POI costs), of providing ISPs with the option of interconnecting with a Cable Carriers’ network at a location other than its headend (i.e. at the Cable Carrier’s point of interconnection to the Internet backbone).  

Similarly, the tariff should provide, where technically and economically feasible, the option of an ISP serving end-user customers through interconnection at a Cable Carrier’s POI located in a different serving territory.   

125. Another interested party, namely the CBTPA, which represents local ISPs, has voiced concerns about the absence of local interconnection facilities in their 7 September 2001 interrogatories.  The CBTPA requested in interrogatory 63 that each cable carrier list which POIs can be utilized to reach subscribers that cannot be served through a local interconnection to the POI.

126. The establishment of POIs for TPIA service differs substantially from the establishment of interconnection for long distance service.  With the introduction of long distance competition, the alternatives were to interconnect either at the ILEC’s toll office switches (access tandems) or end office switches.  In either case, the ILECs already had existing switches in place with sufficient switching and transport capacity to handle both their own traffic and competitors’ traffic.

127. This is not the case for TPIA service.  Depending on the specific network architecture deployed for TPIA service, the Companies’ current networks either do not have any existing POI routers or the routers that will be used as POI routers are located only at their primary hubs (headends).  As such, establishing POI locations at higher levels of aggregation in the cable network, as well as at the primary headends will lead to a significant increase in the amount of capital that will need to be deployed to establish POIs for the TPIA service.  In addition, the provision of transport capacity between the hubs would also add to the costs, presuming sufficient bandwidth is available in the network.

128. The Companies’ propose to deploy POIs at their primary hubs/headends.  A hub/headend is the main aggregation and transmission point of signals for a specific serving territory.  A primary hub/headend is cable’s equivalent to a telephone company’s Central Office (CO).  If a CLEC is interested in serving customers within the serving area of a CO through unbundled loops, it must interconnect at that CO location.  Similarly, if an ISP is interested in serving end-users within a serving territory using the TPIA service it must connect at the hub/headend for that serving territory.

129. POIs located at any location in the network other than at the primary hub/headend would require transport of the TPIA customer’s traffic from the hub that serves the TPIA customer’s end-users.  The Companies contend that the provision of this transport capability from the POI locations proposed by the Companies to alternate POIs is not required to satisfy the Commission’s directives in Telecom Decision CRTC 98-9 to provide tariffed higher speed access services.  Under the Companies’ proposals, the provision of the higher speed access services extends from the end-user’s premises to the proposed POI location.  The cable carriers do not have any market power regarding the provision of the requested transport capability, nor does this transport capability represent a barrier to entry to competitors.  There are a number of Competitive Access Providers (CAPs) in all regions of the country, which can competitively provide this transport capability.  Rather than tariffing this functionality as part of the TPIA service, the ISPs are free to negotiate the terms of the transport facility with any service provider.

130. Further, as indicated above, the cost of this transport has not been factored into any of the Companies’ Economic Evaluations to date.  In addition, as both Shaw and Cogeco have indicated in ____(CRTC)16Jan02-204, there may be insufficient network capacity available to accommodate this transport of traffic.  In some instances, the Companies lease these transport facilities from other telecommunications service providers.  Mandating the transport of traffic may force the cable carriers to lease additional capacity.

131. Mandating multiple levels of POIs would also lead to higher costs.  First, multiple level of POIs in the network will lead to an increase in the number of POIs not a reduction.  Secondly, at the national and regional POIs, larger routers will likely be required to support the greater number of interconnections and the higher level of traffic volumes being routed through those points.  These larger routers with more processing power will cost more.  Thirdly, the number of ISP connections at the local level, namely the primary hub/headend, will drop since some ISPs will choose to interconnect at a regional POI instead of at the local level.  Under this scenario, not only will the POI rates be higher but the transport rates would need to be reviewed to take into account the increase in the number of routers and the adjustments in the forecasts of ISPs sharing the routers.  These increased costs would be in addition to the transport backhaul costs that have not been included previously in any of the cable companies’ cost studies. 

132. Both The Colbert Group and IMPCAIP over-estimate the benefits of a single POI in their comments.  First, the overall TPIA service rates would be significantly higher, as the costs for the transport facilities from the primary hubs/headends would need to be integrated into the rates and would be borne by all ISPs.  These interconnecting links would likely be higher capacity inter-city links.  The long-haul links are more expensive than the short-haul or medium-haul data links.  Secondly, a single POI would require the use of a “super” router capable of handling much larger volumes of traffic.  The router chassis and the interface cards would also cost substantially more than the smaller routers located at the primary headends as originally proposed by the cable carriers. Therefore overall, the costs for most regional ISPs could be significantly higher using a single POI than the primary headend model proposed by the cable carriers.

133. If the Companies were forced to implement a single POI located at the Internet backbone, many local ISPs would be forced to backhaul to that centralized point, thus incurring additional costs.  For example, a small ISP serving the interior of B.C. would be forced to have its traffic hauled to Vancouver approximately 200-300 miles away to connect to the TPIA service.  The Companies submit that IMCAIP’s argument that a more consolidated and centralized POI approach provides the most economical and technical efficient form of interconnection is in fact detrimental to smaller ISPs.  This approach clearly disadvantages the small local ISPs and would likely preclude them from being able to use the TPIA service.  

134. The Companies believe that they have proposed a fair and practical solution respecting the number and locations of POIs.  The Companies submit that the alternate proposals put forward by the interested parties are unnecessary to provide the higher speed access service mandated by the Commission, ignore the needs of other ISPs and run counter to the principles which, in their comments, they claim to be attempting to foster.  The alternate proposals have ignored the costs associated with the transport of ISP traffic from the POI in a headend to either another headend or to a central point and the costs associated with the additional routers.  These additional costs for routers and backhauls were not included in the costs recovered through the end-user rates approved in CRTC Decision 2000-789 or in the costs that underlie the proposed rates filed in the current proceeding.

E. 
FORECAST OF CONNECTIONS AT POI’S

135. In the CBTPA’s Request for Further Disclosure Letter dated 2 November 2001, the CBTPA expresses doubts about cable carriers’ ability to forecast the number of POI connections required in large centres.  Specifically, the CBTPA claims that 1 POI connection per 25,000 subscribers would be required in Montreal.  The CBTPA is concerned that the cable carriers will not place a large enough router at the POI and possibly deny service.

136. The CBTPA’s concerns are unfounded.  First, cable carriers are well positioned in their market to properly assess the interest from ISPs in the TPIA service and are capable of selecting a router that has sufficient capacity to handle demand.  Secondly, if demand materializes that was not forecasted, there is lead times involved in the ISP application process that would permit the cable carrier to upgrade the router without the ISP being adversely affected.  Cable carriers have selected equipment configurations that best balance service costs and demand forecasts.

137. In its comments, IMCAIP claims that the Companies’ demand forecasts are “extremely conservative” and should be rejected by the Commission.
  The Companies disagree with IMCAIP’s characterization of the Companies’ demand forecasts.  The demand forecasts used in the supporting Economic Evaluations are based on a reasonable estimate of the demand for interconnection at the POIs.  The Companies relied upon their experience in the markets they serve and management judgment in assessing the demand for POI interconnections.  The Companies also took into account the types of interconnection mandated in Order 2000-789, the overall economics of the high-speed Internet market, the low level of interest in resale of retail high-speed Internet as well as the level of participation by ISPs in the CISC process as factors in assessing potential demand.

138. TPIA service is being made available across the Companies’ territories.  The areas served represent a combination of small and large centres.  For example, while Shaw, which has numerous headends, serves large metropolitan areas such as Vancouver and Calgary, it also provides service to smaller centres such as Moose Jaw, Red Deer, Kamloops and Prince George.  The demand forecasts used by the Companies represent an average across all of their POI locations. 

139. Indeed, it is very telling that while IMCAIP is critical of the demand forecasts as being conservative, IMCAIP, which represents the ISP community has not offered up any alternative forecast.

140. Contrary to IMCAIP’s assertion that the Companies have not adduced any evidence to suggest a trend towards consolidation within the Canadian Internet industry, the Companies have indeed observed this trend, as illustrated by the following public events:

· AT&T Canada Long Distance, MetroNet and NetCom, formerly three separate ISPs are now one entity, AT&T Canada, following a series of acquisitions and mergers;

· PSINet acquired Mlink, TotalNet, Interlog, CADVision and iSTAR;

· PSINet subsequently spun off its consumer ISP business to Inter.net Canada;

· PSINet was acquired by Telus after running into financial difficulties;

· Internet Direct and Look Communications combined and acquired a number of smaller ISPs such as Axion Communications Inc. (B.C.), InterPacific Online Inc. (Richmond Hill, ON) and Barrie Connex (Barrie, ON); and,

· DSL service providers AXXENT, C1 Communications, NorthPoint Canada, Riptide Communications and Covad Canada all exited the market.

141. CAIP itself has even acknowledged this trend.  In its Strategic Plan, CAIP states:

For ISPs, mergers, acquisitions and aggressive growth plans are reshaping the industry.  Wireless distribution and other technologies are developing a rapid but unpredictable pace.

142. Further, a review of CAIP’s membership list also supports this trend.  In 1998, CAIP’s membership included 12 national ISPs and 21 regional ISPs as members.
  In mid-2001 when the Companies prepared the demand forecasts, CAIP’s membership indicated only 8 national ISPs (including Bell and Telus) and 7 regional ISPs as members.

143. The Companies’ would also note that in Bell TN 6622 regarding its wholesale ADSL service, Bell revealed that it only had one wholesale customer for its service.

144. For all of these reasons, the Companies submit that the demand forecasts used in support of the proposed rates are reasonable.

F.
REDUNDANCY

145. In paragraphs 187-198 of the CBTPA interrogatories of 7 September 2001, the CBTPA questions the ISPs’ ability to leverage the redundancy that exists in the cable carriers’ networks.  TPIA customers will benefit from the redundancy that currently exists in the local part of the cable carrier’s network.  The costs associated with the redundant elements in the local part of the cable carriers network have been included in the transport rate.  
146. For the POI, redundancy is optional and will involve additional costs and payments.  ISPs can specify the level of redundancy that satisfies their business requirements and associated costs will be identified.  Redundancy at the POI could include but is not limited to the following options:

· Diverse POI;

· Diverse backhaul(s) from same or different carriers;

· Diverse FOSC and/or manhole;

· Diverse entry panel located on the opposite side of the headend facility;

· Main and hot standby router chassis;

· Main and hot standby interface card(s).
147. The Companies submit that every ISP will have POI design and redundancy requirements that are unique from others.  The Companies have left the POI design to be negotiated on a bilateral basis through a series of reports that are prepared after extensive consultation with the third party ISP.  The final solution agreed to by both parties will then be costed.  This activity is conducted on a case-by-case basis to provide the greatest degree of flexibility and choice to the ISP.

148. The number of permutations for redundancy as demonstrated above is far too numerous to have to develop tariffs for each.  Rather, we urge the ISP to specify the type and level of redundancy that it is seeking and the cable carrier will prepare a quote to supply those services if and where possible.

G.
MANDATORY SHARING OF ROUTERS AND LINE CARDS

149. At paragraphs 38-40 of its comments, IMCAIP requests the Commission to mandate the joint use and sharing of the Companies’ routers and line cards.  The Companies submit that IMCAIP is confused about the treatment of routers and that this proposal is inappropriate and should be disregarded.

150. The Companies have designed the TPIA network architecture taking into account their existing network, their network plans and the requirement to provide TPIA service.  Depending on the architecture employed, the TPIA traffic may be directed to a POI router dedicated solely for TPIA service.  Under this arrangement, joint sharing of the router or line cards used for the Companies’ own traffic is impractical since the traffic has already been segregated.

151. Under an arrangement where the POI router handles both the traffic for TPIA service and the Companies’ traffic, the router is already shared.  This sharing of costs was reflected in the cost study supporting the TPIA end-user rates.  Thus mandating its sharing would be redundant.

152. The joint sharing and use of the Companies’ line cards under this arrangement is also impractical since not all line cards have multiple ports.  On single port line cards there is no other point at which the Companies’ and TPIA traffic can be segregated and distributed to the TPIA customers’ networks.  The port on the line card represents the point of interconnection of the ISP’s telecommunications facility back to its own network.

153. In addition, IMCAIP’s proposal is administratively complex.  The Companies would need to continually identify, monitor and update the spare capacity and future capacity requirements on all its routers across its network.  It is probable that on-going disputes would arise regarding what capacity is required for future growth and what capacity is truly spare.  IMCAIP’s proposal to use a first-come first-served approach would only raise further complications and disputes between parties.  Finally, the sharing of line cards would be fraught with the problems identified by the Companies in _____(CRTC)07Sept2001-101.

VI.
ADDITIONAL VOLUME USAGE RATES

154. Additional volume usage rates were first proposed by Vidéotron and Shaw as a mechanism to balance the traffic generated by each user over the cable network
.  The Commission further determined at paragraph 105 of Order 2000-789 that, 

… it would be appropriate for each of these carriers [Rogers and Cogeco] to adopt, at its option, volume usage rate restrictions and associate volume usage thresholds similar to those proposed by Shaw and Vidéotron.

155. The cable modem Internet access service is a shared medium and congestion can occur during periods of exceptionally high usage.  One of the primary causes of congestion, particularly in the upstream channel, is the attachment by end-users of servers to the cable network.  Cable carriers have stated that servers cannot be easily identified and the only reliable method is to examine polling data from the netflow collector.

156. When end-users exceed volume caps this can cause congestion in the network and users in the network can suffer service deterioration.  End-users may experience delays such that the Companies are required to undertake further node segmentation to handle the extraordinary demands placed on the network by a few users if their excessive use is not curtailed.

157. In a flat pricing structure, it is not possible to develop costs for cable Internet service that can accommodate unlimited levels of bandwidth and router resources.  This would lead to costs that reflect unreasonably small node sizes (even one customer per node), and to extremely high service rates that would eliminate the demand for the service.  Therefore, in order to maintain a fair rate for high-speed Internet access for the average users, the cable carriers apply additional volume usage rates to balance the traffic more equitably among all end-users.  The average end-user of the Internet access service will not be affected by these usage charges only those that make use of servers, which consequently is prohibited in the terms of service, or that grossly exceed the average usage will be affected. 

158. During the interrogatory phase leading to the approval of the Vidéotron rate in Order CRTC 2000-789, the Commission asked Vidéotron, in Vidéotron(CRTC)28Jan00-9 Decision 99-8, to provide the incremental costs and revenues from usage above the thresholds assumed in its cost studies.  In part (c), (e) of its response, Vidéotron stated:

The cost study did not incorporate usage at levels that would trigger the threshold charges.  It is assumed that these charges will lead to usage levels that can be accommodated by the capital and network resources included in the cost study.  As noted above, the introduction of these charges to Vidéotron’s Internet service has resulted in much more balanced customer traffic.

The proposed charges, as implemented by Vidéotron, are based on the amount required to stop over usage validated by its experience.

It is not possible to develop costs for cable Internet service that can accommodate unlimited levels of bandwidth and router resources. This would lead to costs that reflect unreasonably small node sizes (even one customer per node), and to uneconomic service rates that would eliminate the demand for the service.

As noted above, no billing or system costs would be avoided by the abandonment of the usage threshold charges.

159. The CBTPA states in its 7 September 2001 interrogatories at paragraph 9 that the additional volume usage rate: 

…is not proportional to costs plus a mark-up and has for sole purpose to dissuade the competitors from providing unicast media streaming services which could eventually become competition to the cable carriers traditional analog and digital television broadcasting services.

160. As expressed by Vidéotron above and summarized below by the Companies, the use of the additional volume usage rates are set at a level to eliminate instances where end-users grossly abuse the high-speed access service to the point where they threaten the integrity and the availability of network.  When usage reaches such a point, cable operators are forced to segment the network to increase the capacity to alleviate congestion.  Every time node segmentations are effected earlier than forecast, costs are incurred by the cable carriers.  Eventually these additional costs will be reflected in the transport rates.  Rather than impose higher rates on all end-users for the additional traffic caused by relatively few end-users, the Companies propose to charge only very heavy users a levy for every Megabyte of traffic in excess of the approved byte cap.  The additional usage rates will be charged to end-users of ISPs and cable carriers alike.

VII.
SERVICE CHARGES

161. In its letter of 24 May 2001, the Commission requested the cable carriers file proposed service charges with supporting cost justification.  POI element related services charges are discussed above in Section V on POI Rates and Cost Studies.  The tariffs for the other service charges filed by the Companies cover a variety of activities associated with:

· End-user premises visits for installation, activation and maintenance related work;

· End-user transfers and changes to end-user specifications; and

· ISP service orders/registration.

162. These service charge rates have been updated and revised where appropriate to reflect changes based on changing circumstances and to reflect the most current information.  A summary of the service charges proposed by the Companies is provided in Appendix II. 

163.  Both IMCAIP and the CBTPA take issue with the proposed charges for drop replacement.
  The CBTPA proposes lowering the drop installation costs by 75%.  The comments and rationale presented by both parties appears to represent a misunderstanding of the Commission’s Phase II costing principles.

164. Under the Companies proposed tariffs, the drop replacement charge only applies when a drop needs to be replaced as a result of requesting TPIA service.  In accordance with the Phase II methodology, the proposed service charges associated with the installation or replacement of drop wire (aerial or buried) and inside wire include causal costs associated with these installations and replacements.  The installation or replacement of drop wires for TPIA service is only undertaken when there is a request for TPIA service and it is determined that either there is no existing drop, or that the existing drop is not of sufficient quality to deliver high-speed data services.  In Rogers(CRTC)7Sept01-107, Rogers described the issue of drop replacement:

A drop may be of sufficient quality to deliver cable broadcast TV services but may not be adequate to deliver high-speed data services.  It is the high-speed data services delivery that requires the higher quality drop.  The replacement of the drop for high-speed data services is most often due to upstream signal attenuation or noise problems.  Drop cable loss varies significantly with frequency and the upstream frequencies used for return data are well below the downstream frequencies used for most cable services. Ingress noise can also leak into the drop cables, making them serious sources of interference.  This is often addressed by simply connecting a filter if there is no high-speed data service. However, once the drop must support high-speed data service, the filter must be removed and the drop repaired and or replaced.

165. While other cable services may or may not share the drop cable, the only factor that necessitates replacement of the drop is the request by the end-user for the high-speed access service.  Consistent with the Commissions’ Phase II costing methodologies and cost causality, it is the provision of the high-speed access service that requires the drop to be replaced and therefore the cost is 100% causal to the service.

166. Under the Companies’ approach, TPIA customers are not allocated any portion of the drop cost that was incurred either prior to their end-user requesting service or drop replacement costs arising from the provision of other cable services.

167. Indeed, if the Commission were to allocate a portion of the drop replacement costs caused by TPIA service to other services, as advocated by IMCAIP and the CBTPA, then it would follow that the TPIA service should also be allocated a portion of the costs associated with all non-TPIA service drop replacements and installations since the TPIA service benefits from these drops.  This approach would ensure that the TPIA service contributes to the recovery of the drop costs when the drop had previously been replaced or installed.  Not surprisingly, both IMCAIP and the CBTPA have remained silent on this point.

168. While this approach is not favoured by the Companies since it is inconsistent with the Phase II principles used to establish rates, nor has the information regarding the apportionment of drop costs associated with other services been provided or incorporated into the Companies proposed tariff rates, it would make contributions toward the drop replacement costs equitable for broadcasting and telecommunications services.

169. For example, while the CBTPA asserts, with no support, that 50% of the value of the drop is in provisioning CATV services, it would follow that for every drop used by the TPIA customers, regardless of whether a drop replacement is required by the TPIA service, the ISP should also pay for the other 50% of the drop cost.

170. At paragraph 51 of its Comments, IMCAIP claims that the Companies’ proposed treatment of their TPIA-related drop replacement charges contravenes sub-section 27(2) of the Telecommunications Act and the principles articulated in Order 2000-789.  Specifically, IMCAIP takes issues with the Companies not charging its own retail High-speed end-users for drop replacements.

171. IMCAIP’s assertion is groundless.  The fact that the Companies do not charge their retail high-speed Internet end-users an explicit separate charge for drop replacement represents neither a preference or discrimination.  Furthermore, IMCAIP’s allegation that drop replacement costs are currently subsidized by revenues from the Companies’ cable operations is false.  IMCAIP is confusing cost causality and rate setting and recovery principles.

172. The Companies incur drop replacement costs for its retail High-speed end-users, just as the ISPs may when they provide service to its end-users using the TPIA service.  However, the Companies have chosen to recover these costs through its monthly rates and installation charges, rather than an explicit drop replacement charge.  This represents a business decision by the Companies regarding the structuring of its rates to its subscribers.  It does not mean that these costs are not being recovered or that they are being allocated to other services.  This approach is neither contrary to the Commission’s principles from Order 2000-789 which address the terms on which access is provided, nor does it contravene the Telecommunications Act.

173. Indeed, the ISPs are free to structure their rates to their end-users in any manner that they see fit.  They may choose to charge their end-users for a drop replacement, or they may choose to recover the drop replacement cost through an installation charge or through the on-going monthly rate.

174. In support of reducing the rate by 75%, the CBTPA claims that the proposed installation prices are “about twice the price” the Companies pay for an equivalent service from a drop subcontractor.  This assertion is wrong and represents a misunderstanding of the proposed tariff rates.  Firstly, contrary to the CBTPA’s assertion and as the detailed costing support provided to the Commission demonstrates, the Companies have included the drop replacement work at its costs, plus a reasonable mark-up.  Further, the proposed rates for drop replacements includes more than just the cost of the subcontractor.  As detailed in their submissions and interrogatory responses, there are a significant number of other activities and costs besides the contractor rate for replacing the drop.

175. A comparison between the proposed service charge rates for Rogers further demonstrates that CBTPA’s argument is faulty and should be disregarded.  The proposed service charge for an aerial drop and inside wire replacement/installation is $175, while the proposed service charge for a standard activation of an existing drop and inside wire is $93.  Thus, the difference between these two charges is $82, which includes the additional cost of replacing the aerial drop.  The difference is substantially below IMCAIP’s “evidence” that a new drop installation costs $150, indicating that the Companies’ proposed rates are indeed reasonable and that CBTPA’s argument is groundless.

176. The CBTPA also advocates having the option of contracting for drop replacements on their own from the Companies subcontractors
.  The Companies do not support this option.  The subscriber drop forms part of the Companies’ network and is their responsibility alone.  As illustrated in the network diagrams and agreed to by all parties at CISC, the demarcation for the TPIA service as defined in HSRE001 is the following:

For RF signal testing purposes the demarcation point defines the division between the network of the Cable Carrier and the facilities of another party located on the premises of the TPIA service End-User.

The physical expression of the demarcation point for testing RF signal levels shall be:

The existing wall plate with an F81 connector, location to be chosen by the End-User, as the primary connection point for the TPIA service.  If the End-User requests a new primary connection point for the TPIA service, then the new wall plate and F81 connector will constitute the demarcation point; 

or

A 75-Ohm terminator and F81 connector attached in the End-User premises.

Note: The coax cable between the demarcation point and the cable modem is typically no more than 2 metres. 

177. Installation of the drop, maintenance of the drop and monitoring of the drop and modem are the responsibility of the cable company.

178. In addition, the CBTPA’s statement that “ISP’s have no guarantee that CNO technicians will not attempt to win-back the ISP subscriber” is misguided.  The Commission has established win-back rules that specifically address this issue.  Any attempts to win-back the subscriber would be subject to these existing rules.

VIII.
PROPOSED RATE FOR SLAMMING

179. In the Commission’s Letter dated May 24, 2001 “Re: Follow-up Process to Order 2000-789 – Outstanding rating issues”, the Commission invited the cable companies to address the interim rate of $60 per unauthorized end-user transfer (“slamming”) approved in Order 200-789.  CCTA provided comments on interim $60 rate in its 13 July 2001 filing.  No interested party provided comments on this issue.

180. While the interim rate is similar to the rate applicable to IXCs for unauthorized PIC changes, the interim rate is substantially below the rate agreed to by the industry as part of the CISC process to implement local competition.  In the CISC Business Process Sub-Group Consensus Report ((BPRE001a, April 26, 1999) submitted to the CISC Steering Committee and approved by the Commission on September 8, 1999, the industry established a dispute-related service restoration fee of $300 + $75 per Working Telephone Number.  The Consensus Report explained both the purpose and the development of the charge:

The dispute procedures include a standard compensation fee to be paid to the LEC restoring service to an end customer by the LEC deemed to have performed an unauthorized transfer of local service.  This fee has been developed as a simple and objective means of identifying the average costs incurred by the aggrieved LEC.

181. For this reason, the Companies are concerned that the interim rate for the unauthorized transfer of a TPA end-user may be too low.  However, the cable carriers are prepared to continue with the interim rate on a final basis.  As the cable carriers gather additional experience regarding the frequency of unauthorized end-user transfers, as well as the time and effort (and thus costs) associated with resolving unauthorized end-user transfers, the cable carriers will re-assess the appropriateness of the rate for unauthorized end-user transfers.

IX.
IMPLEMENTATION TIMEFRAME 

182. The POI Tariff proceeding is drawing to an end.  The proposed tariffs, supporting cost studies, interrogatories, and interveners’ comments have been filed with the Commission.  The Companies reply comments found herein will complete the record.  The only outstanding issue remains a final determination of the POI rates and service charges by the Commission.  Once the rates are announced, the prices for all of the components associated with the TPIA service will be established and the ISPs will be in a position to enter into TPIA agreements with the cable carriers.

183. The cable carriers will be awaiting TPIA orders from third party ISPs.  As envisioned by the Commission in Telecom Decision CRTC 99-11, as soon as the final rates are established, the Companies will be approaching those ISP customers that currently have resale agreements to transition them to the TPIA wholesale service.
 

X.
CONCLUSION 

184. The Commission has a complete record regarding the issues identified in its 24 May 2001 letter.  The Companies have filed tariff notices with supporting cost studies and justifications for proposed rates associated with the various POI elements and service charges.  These rates have been developed following the Commission’s Phase II costing methodologies and include the appropriate incremental costs plus a reasonable mark-up.  A summary of these rates is provided in Appendices 1 and 2.

185. The POI rates filed in this proceeding, along with the TPIA end-user rates approved in Order 2000-789 are based on the Companies’ proposals to establish POIs at their primary hub/headend locations.  None of these rates include the costs associated with transporting TPIA customer traffic from these proposed POI locations to other points in the cable carriers’ networks.  This type of transport function is unnecessary to provide the higher speed access service mandated in Decision 98-9.  In addition, this type of transport function is competitively available and does not represent a barrier to entry into the high-speed market.

186. In Order 200-789, the Commission mandated four forms of interconnection.  The Companies’ tariffs provide rates supporting these forms of interconnection.  The Companies do not support the introduction of gigabit ethernet as a form of interconnection at this time as gigabit ethernet has a number of shortcomings as a form of POI interconnection.  Further, only one party to the proceeding has supported its implementation.

187. The Companies have reviewed and fully responded to the comments filed by interested parties regarding the proposed tariffs.  The Companies request that the Commission approve the rates proposed in Cogeco Tariff Notice 7; Rogers Tariff Notice 11 and Shaw Tariff Notice 4.

APPENDIX I

	POI ELEMENT
	COGECO
	ROGERS
	SHAW
	VIDÉOTRON

	Initial Report
	
	General Tariff.  One time fee per POI - $1200/POI


	
	Not in General Tariff. Customer charged for cost of producing the report.



	FOSC and Entrance Facilities
	Included in POI Access component 

New conduit or unusual expenses to terminate transmission facility will lead to additional charges to ISP.


	Not in General Tariff.  Customer specific one time charge determined in TPIA Service Application Process
	Not in General Tariff.  Customer specific one time charge determined in TPIA Service Application Process (POI Report)


	In General Tariff; one time service charge.  Two components to the charge:

· Entrance facilities (covering FOSC, conduity, fibre distribution frame and fibre facilities between the two)    - $9765.

· Splicing (covering splicing of ISP’s fibre strands to Vidéotron’s fibre outside the FOSC).  Basic charge covers up to 6 fibres - $2070.  Each additional fibre $38.



	Connection from Fibre Entry Splice Cabinet to ISP Port on POI Router:

a) Fast Ethernet

b) POS

c) ATM

d) DS-3


	Included in POI Access component 
	General Tariff. One time charge.

· a) - c) are the same rate $6729.

· d) $8358
	General Tariff. One time charge.

· Applicable to all forms of interconnection (a) – d)) -  $3565.62

· Plus - a) - c) are the same rate $3169.06

· Plus - d) $3593.88


	

	POI Access
	General Tariff. Monthly rate and One Time charge per POI.

Monthly - $2278

One time - $191.90

Includes cost of POI router chassis, software, maintenance, etc.
	Router chassis, s/w, maintenance included in monthly TPIA rate.
	Router chassis, s/w, maintenance included in monthly TPIA rate.
	Router chassis, s/w, maintenance included in monthly TPIA rate.



	POI Router Cards
	ISP responsible for acquiring POI router card.


	ISP responsible for acquiring POI router card.


	ISP responsible for acquiring POI router card.


	General Tariff item; one time charge:

a) Fast Ethernet - $26670

b) POS - $34120

c) ATM OC3 - $39515

d) ATM DS3 - $80745

e) DS-3 - $99340

Includes optical facilities between frame and router, additional eqpt, if required and  activation, but excludes maintenance.



	Installation of router cards, FLC, CSU/DSU
	Included in POI Access component in the One Time charge.
	General Tariff. Rate per hour - $78.  4 hour minimum.
	Not in General Tariff.  Customer specific one time charge determined in TPIA Service Application Process (POI Report)


	Included with POI Router Cards one time charge.



	Disconnection of router cards, FLC
	Included in POI Access component
	General Tariff. Rate per hour - $78. 4 hour minimum.
	General Tariff. One time charge  - $328.


	General Tariff. One time charge  - $113 per port.



	Maintenance of router cards, FLC
	Included in POI Access component.
	General Tariff. Rate per hour - $78.  At ISPs request.
	General Tariff. Rate per hour - $70.  At ISPs request.


	General Tariff. Rate per hour - $70.  At ISPs request.



	Power
	Included in POI Access component
	Included in monthly TPIA rate.
	General Tariff. Monthly rate per amp for the AC UPS power - $16.09
	


APPENDIX II

	SERVICE CHARGES
	COGECO
	ROGERS
	SHAW
	VIDÉOTRON

	(A) END-USER PREMISE VISIT
	
	
	
	

	Installation or replacement of an aerial drop and the inside wire
	$169.70
	$175.00
	$253.00
	$230.00

	Installation or replacement of an underground drop and the inside wire
	$532.45
	$480.00

$65.00 if installation cancelled


	$655.00
	$230.00

	Activation, reactivation or modification of an existing drop and the inside wire
	$112.30
	$93.00
	$162.00 (reactivation or modification of existing drop and inside wire)

$82 for standard installation (activation of existing drop and inside wire)


	$173.00 



	Disconnection – Drop disconnection required
	
	
	
	$73.00

	Customer requested visit – problem not originating from company’s network
	$63.75/hr
	$89/hr first hour + $65/hr for additional hours (add $32.50 per hour for statutory holidays and Sundays; and Monday-Saturday outside the hours of 8:30 a.m. to 8:00 p.m.)


	$70/hr first hour + $65/hr for additional hours
	$87/hr

	(B) TRANSPORT
	
	
	
	

	Service Order Charge
	
	
	
	$5.00 per end customer order

	End-user transfer charge 
	N/A – cost recovered as part of monthly TPIA transport rate.


	$35.00 per transfer
	$25.00 per transfer
	$19.00 per transfer (referred to in tariff as Disconnection charge, reprovisioning only)

	End-user specifications change
	
	$15.00 per change


	$15.00 per change
	$15.00 per change (service order charge)



	(C) POI
	
	
	
	

	Service Order for ISP Registration
	$357.25 per ISP
	$325.00 per ISP


	$335.00 per ISP
	$335.00 per ISP


**End of document***
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