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2.3
COST/REVENUE MATCHING STUDY

1.0
INTRODUCTION


This section identifies the specific modifications and 







changes to the Phase III procedures required to implement







the revenue assignment processes approved in







Telecom Decision CRTC 90-13.  The cost/revenue matching







procedures entail the development of revenue proxies and







the transfer of these revenues between segments.  

GENERAL



The procedures described in this report apply to the 






following groups of services as follows:







Group 1a
Other segment services for which










the revenues associated with the local









loop component are part of bundled 









rates currently assigned to the Other










segment.







Group 1b
Other segment services for which










the revenues associated with the inter-









office component are part of bundled 









rates currently assigned to the Utility









segment.







Group 1c          Other segment services for which









            the revenues associated with the local








            loop and interoffice components are part








            of bundled rates currently assigned to 








            the Other segment.
 







Group 1d          Other segment services for which 
 








            the revenues associated with the local 





 


            loop and local switching components are








            part of bundled rates currently assigned 








            to the Other segment. 
 







Group 2            Interexchange services for which 








            revenues and costs associated with 








            intra-exchange interoffice facilities are 








            misaligned.







Group 3            Intraexchange local channel type 








            services for which revenues and costs








            associated with intraexchange interoffice








            facilities are misaligned.







Group 4            Other segment services which require
 








            local switching functionality.







Group 5             Utility services which have Other 
 

                          segment elements.







and also to the Call Messenger Service in accordance 
 

with Telecom Order CRTC 97-399.

GENERAL (Cont’d)


Circuit quantities and distances are determined







from company records.  That distance information







which is based on route length is then converted to







airline metres.  Rates specified in General Tariff Item







950.3(a) are applied to determine the revenue proxies







to be transferred between segments.  The cost/revenue







match associated with Official Telephone Services 







(OTS) is determined separately using the same 







procedures.

_______________________________________

2.0
COST/REVENUE MATCHING PROCEDURES


Group 1a Services


Group 1a services are Other segment services







where the revenues associated with the local loop are







part of bundled rates which are currently assigned to the 







Other segment.  A revenue proxy is developed for







the local loop portion of these services.  This revenue







is reassigned from the Other segment to the Utility 







segment.  Following is the list of services included in 

Group 1a.

· Dataroute
Dedicated Access

· Dataroute
International

· Datapac
3000









3101









3201









3303









3304









3305







The following formula is used to develop the revenue







proxy that will be assigned to the Utility segment.







AR1a = L1a x T x Q1a






Where:







AR1a 
= Total Utility revenues to be assigned to the 

Utility segment.  (The balance will remain in the

Other segment).







L1a
= Weighted average airline distance of local








loops for services in Group 1a.



T
= Rates specified in General Tariff Item 







950.3(a).







Q1a
= Number of local loops in Group 1a.







The circuit quantities for Group 1a services are obtained 






from the BRIP database.







The weighted average airline distance of local loops is 






the average distance from the customers’ location to the 






first serving office.







The Loops and Enhanced Network Access Model 






(LENA) provides the average local loop length in terms 






of route distances for each of these services.







Since Tariff 950 is based on airline metres, a factor of 






0.7854 is applied to convert route distance to airline 






distance.







The revenue proxy that is assigned to the Utility







is used in the calculation of Operating Revenues







(Section 2.1).


______________________________________________


Group 1b Services


Group 1b services are Other segment services
 







where the revenue associated with the interoffice 







component are part of bundled rates which are currently







assigned to the Utility segment.  For Group 1b services,







a proxy is developed for the revenues to remain 







assigned to the Utility segment.  The balance of the 







revenues for these services is reassigned from the







Utility segment to the Other segment.  Following
 







is the list of services included in Group 1b.

· Multicom

· Voicecom

· Datalink




The following formula is used to develop a proxy for







revenues that will be assigned to Other segment.
 







CR1b
= AR1b - (L1b x T x Q1b)







Where:







CR1b
= Total revenues to be assigned to the 








Other segment.


 







AR1b
= Total revenues associated with bundled








rates for services in Group 1b.







L1b
= Weighted average airline distance of local







loops for services in Group 1b.

 T
= Rates specified in General Tariff Item 

      





950.3(a).







Q1b
= Number of local loops in Group 1b.







The circuit quantities for Group 1b services are obtained 






from the BRIP database.







The weighted average airline distance of local loops is 






the average distance from the customers’ location to the 






first serving office.







The Loops and Enhanced Network Access Model 






(LENA) provides the average local loop length in terms 






of route distances for each of these services.







Since Tariff 950 is based on airline metres, a factor of 






0.7854 is applied to convert route distance to airline 






distance.







The revenue proxy that is assigned to the Utility segment 







is used in the calculation of Operating Revenues







(Section 2.1).






The revenue proxy that is assigned to the Other







segment is used in the calculation of Operating 







Revenues (Section 2.1).


______________________________________________

Group 1c Services


Group 1c services are Other segment services
 







where the revenue associated with the local loop and







interoffice components are part of bundled rates which







are currently assigned to the Other segment. 
 







For Group 1c services, a proxy is developed for the 







revenues currently assigned to the Other segment 
 

that should be assigned to the Utility segment.  Following is the list of services included in Group 1c.

· Datapac Outdial Arrangement




The following formula is used to develop the revenue







proxy that will be assigned to the Utility segment.







AR1c
= L1c x T1c x Q1c






Where:







AR1c
= Total Utility revenues to be assigned to the








Utility segment.







L1c            = In the Group 1c services the local loop is within








the same wire centre, therefore, 100 metres is








used as the local loop length.







T1c
= Rates specified in General Tariff Item 950.3 








(a).







Q1c
= Number of circuits in Group 1c.







The circuit quantities for Group 1c services are obtained 






from the BRIP database.







A weighted average airline distance of local loops, 






associated with services in Group 1a, (ie; Datapac and 






Dataroute), is used in the calculation of revenue to be 






assigned to the Utility segment.



The revenue proxy that is assigned to the Utility segment






is used in the calculation of Operating Revenues.  



(Section 2.1).


______________________________________________


Group 1d Services


Group 1d services are Other segment services
 







where the revenues associated with the local loop and 







local switching components are part of bundled rates 







which are currently assigned to the Other segment.  
 







For Group 1d services a revenue proxy is developed







to reassign a fixed proportion of the revenues







from the Other segment to the Utility segment.
 







Following is the list of services included in Group 1d.







Primeline Executive Service



The following formula is used to develop the revenue







proxy that will be assigned to the Utility segment.







AR1d
= TR1d x P1d






Where:







AR1d
= Total Utility revenues to be assigned to the








Utility segment.







TR1d
= Total Primeline Executive Service revenues.







P1d
= Proportion of Primeline Executive Service 








costs associated with Network Portability Access








Service.







This proportion for Primeline Executive Service is 







determined based on the costs included for Network 







Portability Access Service (NPAS) as a percentage of







the total costs for Primeline Executive Service included







in the economic evaluation associated with Tariff Notice







No. 5048.


______________________________________________


Group 2 and Group 3 Services

Both Group 2 and Group 3 services have intraexchange







interoffice facilities for which the revenues and costs are







misaligned.







Both groups require the development of an 







intraexchange interoffice revenue proxy for the amount 







of revenue to be transferred from the Utility segment to 







the Other segment.  Accordingly, the adjustment for
 







both Groups 2 and 3 is determined using the same







procedure.



Group 2 services are interexchange services.  The







following is the list of these services:

· Foreign Exchange (FX)

· Tel Number Access Service (TNA)

· Off Premises Extension (OPX)

· Tie Trunks (TTKS)

· Switched Network Access Radio Paging Operators

· Switched Network Access Conventional

· Radio System Operators

· Wired Music

· Radio Program

· Private Mobile

· Class C Signaling Channels

· FPPL/IC

· Voice Channel (w/o Sig/cond)

· S4T4/LDDS

· Class A & B Sig Channel

· Sl-3A/TTY

· Remote Operation Radio Mobile Transmitter







Group 3 services are intraexchange local channel







type services.  The following is the list of these services:

· Foreign Exchange (FX) (Terminator)

· Tel Number Access Service (TNA)

· Off Premises Extension (OPX)

· Tie Trunks (TTKS)

· Switched Network Access Radio Paging Operators

· Switched Network Access Conventional

· Radio System Operators

· Wired Music

· Radio Program

· Class C Signaling Channels

· FPPL/IC

· Voice Channel (w/o Sig/cond)

· S4T4/LDDS

· CNCP Types A, B, & 2 (voice & data)

· Private Mobile

· Class A & B Sig Channel

· Sl-3A/TTY

· Telesat






           The following formula is used to develop a revenue proxy






           that will be reassigned from the Utility segment to the






           Other segment.



 







IOR23
= ((IEL23 x P x T) + ((INL23 x T)







Where:







IOR23
= Total intraexchange interoffice revenues to be








reassigned from the Utility segment to the 








Other segment.


 







IEL23
= Circuit length for an intraexchange interoffice








circuit for a service in Group 2 or 3.







P
= Proportion of circuit length which is over








interoffice facilities.







T
= Rate as specified in General Tariff Item








950.3 (a).







INL23
= Circuit length between the serving wire centre








and its rate centre for a Group 2 or 3 Local








Channel associated with an interexchange 








channel between non-adjoining exchanges (see








General Tariff Item 3750.1 (d) (3) b).







The first expression is summed for all intraexchange







interoffice circuits for services in Group 2 or 3.







The second expression is summed for all interexchange







circuits between non-adjoining exchanges for services







in Group 2 or 3.







The circuit quantities for Group 2 and 3 services are 






obtained from the PAIRS database.






             The intraexchange interoffice facility distance for a circuit







is expressed in airline metres and is measured from 







switching centre to switching centre.







The PAIRS and 879 databases are used to identify the







end-points of the facilities between different switching







centres.  The corresponding Vertical-Horizontal 







Coordinates are used to calculate the airline miles, 







using the formula outlined in General Tariff Item 3120.







Airline miles are converted to airline metres.  These







distances are calculated for each intraexchange 







interoffice circuit.

                      ______________________________________________


Group 4 Services


Group 4 services are services whose revenues







are assigned to the Other segment, and require
 







local switching functionality.  The transfer of revenues







will be based on the appropriate tariff or cost rate.







The five services in Group 4 are Call Answer, 
 







Pospac Direct Connect, Internet Call Display, 
 







Managed Internet Protocol and SimplyOne. 
 







Call Answer







Call Answer service requires the following Utility 







services:  Data Access Ports, Voice Access Lines







and Network Message Software Feature Package.







The amount of revenue to be transferred from the







Other segment to the Utility segment is 
 







calculated using the quantity of the above items used







by the Company to provide Call Answer service and







the associated tariff rates.







Pospac Direct Connect







Pospac Direct Connect service that is provided using







an access arrangement provided on ISDN technology







requires a Microlink “D” channel provided by the Utility







segment.  The amount of revenue to be transferred







from the Other segment to the Utility segment
 







is calculated using the number of kilosegments of 







traffic generated by Pospac Direct Connect Services







that use the ISDN technology access arrangement and







the associated Microlink “D” channel tariff rate.


Internet Call Display
 






Internet Call Display service requires local switching
 







functionality (CFBL), the amount of revenue to be 
 







transferred from the Other segment to the Utility
 







segment is leased on the tariff rate.
 







Managed Internet Protocol Services
 






This service requires local switching functionality 
 







(DTC ports).  The amount of revenue to be transferred
 







from the Other segment to the Utility segment is based
 







on the cost proxy used in the economic study.
 


SimplyOne
 






This service requires local switching functionality
 







(CFBNA and 3 way calling).  The amount of revenue to 
 







be transferred from the Other segment to the Utility 
 







segment is based on the cost proxy used in the 
 







economic study. 


 


Group 5 Services


Group 5 services are services whose revenues







are assigned to the Utility segment, and require







Other network elements.  The one service in Group 5
 

is Centrex III Per Agent service.

Centrex III Per Agent Service







Centrex III Per Agent Service requires the following







competitive elements: Management Information System







(MIS) & customized announcements (XMU equipment).







The amount of revenue to be transferred from the Utility







segment to the Other segment is calculated using 







the amount of Per Agent packages sold & the Utility cost







proxy used in the economic study.  The residual amount







is transferred to the Other segment.

                                           

             _____________________________________________








Call Messenger Service


Call Messenger Service, uses “In Service Activation"







which is a Utility  element.  Per CRTC Order 97-399

the  amount of revenue to be transferred from the







Other segment to the Utility segment will be at a rate
 







of 0.12 per message. 


 

                                                                           _____________________________________________

OTS Cost/Revenue

           The cost/revenue mismatch related to Official Telephone


Matching Procedures

           Service (OTS) is separately determined using the same






           general procedures as described above with the 






           following redefinition of terms.







Group 1a






AR1a
= Total Group 1a OTS Provided Utility segment.







Q1a
= Number of OTS local loops in Group 1a.







Group 1b




CR1b
= Total Group 1b OTS Provided Other segment







revenues.


 







AR1b
= Total Group 1b OTS Provided Utility segment


revenues.







Q1b
= Number of OTS local loops in Group 1b.







Group 1c







AR1c
= Total Group 1c OTS Provided Utility segment


revenues.







Q1c
= Number of OTS circuits in Group 1c.







Group 1d







AR1d
 = Total Group 1d OTS Provided Utility segment


 revenues.







TR1d
 = Total OTS Primeline Executive Service 



 revenues.







Groups 2 and 3







IOR23
= Total Groups 2 and 3 OTS Provided 








intraexchange interoffice revenues.







Q23
= Number of OTS intraexchange interoffice 








facilities in Groups 2 and 3.







OTS Provided is adjusted for the improvement in the







cost/revenue match prior to the application of the cost







per dollar of revenue.







The OTS Consumed and Net Adjustment procedures







continue to follow the approved procedures.







The OTS circuit quantities for services listed in Groups







2 and 3 are obtained by applying the OTS/Operating







Revenue ratio derived from the Billed Revenue 







Information Processing (BRIP) database to the total 







revenue proxy determined in the services listed above in







Groups 2 and 3.







Group 4







There is no adjustment associated with OTS for Group







4 services.

The revenue proxy from the OTS Cost/Revenue Matching Procedures is used in the calculation of OTS (Section 4.10)

Group 5

                                                                              There is no adjustment associated with OTS for Group







5 services.
_____________________________________________


Average Loop Length Update

The weighted average local loop distance is updated


Frequency



annually to reflect the current circuit characteristics and







quantities. 


The Application of Tariff Item 950
General Tariff Item 950.3(a) is used to calculate the







revenue proxy to be assigned to the appropriate segment.







There are rates for the “initial” 400 metres and for







“additional” 400 metre segments.  For the purposes







of this study, the “initial” rate component is assumed







to apply only to the loop portion of the facility.







Group 1a, Group 1b, and Group  1c







For Groups 1a, 1b and 1c, the General Tariff Item







950.3(a) rate is used to calculate the proxy for Utility







revenues to be assigned to the Utility segment.  This







rate includes the application of the “initial” and 







“additional” components.







Group 1d







For Group 1d, a fixed proportion of revenues is used to







calculate the proxy for Utility revenues to be assigned







to the Utility segment.







Group 2 and Group 3







For services in Groups 2 and 3, the General Tariff Item







950.3(a) rate is used to calculate the proxy for 







intraexchange interoffice revenues to be assigned to the







Other segment.  Only the appropriate (voice- grade,
 

above voice-grade, below voice-grade) “additional” component is applied.


Data Sources



The following is the list of data sources required to







implement the cost/revenue matching procedures.

· Company General Tariffs

· Billed Revenue Records

· Plant Assignment Inventory Records

· 879 Records

· Loops and Enhanced Network Access records

· Quantity of Data Access Ports, Voice Access Lines



and Network Message Software Feature Packages



from Company records

· Quantity of kilosegments of Pospac Direct Connect



traffic provided over ISDN technology access



arrangements from Company records

· Utility Cost Proxy for Centrex III Per Agent Service

· Quantity of Per Agent packages sold from Company



records

· Economic Studies
 

