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Telecom Decision CRTC 2007-50

Ottawa, 6 July 2007

Telecom Public Notice CRTC 2006-15 — Use of deferral account funds
to expand broadband services to certain rural and remote communities

Reference: 8678-C12-200615578

In this Decision, the Commission approves the use of deferral account funds by Bell Aliant
Regional Communications, Limited Partnership, Bell Canada, MTS Allstream Inc., and
TELUS Communications Company to expand broadband services to uncontested communities
in certain rural and remote communities in Rate Bands E, F, and G in British Columbia,
Manitoba, Ontario, and Quebec.

Introduction

1. In Disposition of funds in the deferral accounts, Telecom Decision CRTC 2006-9, 16 February
2006 (Decision 2006-9), the Commission determined that incumbent local exchange carriers
(ILECs) should, to the greatest extent possible, use the funds in their deferral accounts’ to
expand broadband services to rural and remote communities and improve access to
telecommunications services for persons with disabilities.

2. With respect to broadband expansion, the ILECs were to expand services to the customer
premises in communities located primarily in Bands E and F in high-cost serving areas
unlikely to receive such services from any other service provider in the near future. They were
also to consult with provincial government agencies responsible for broadband initiatives to
ensure that the proposals would take into account provincial priorities.

3. Pursuant to Decision 2006-9, on 1 September 2006, Bell Canada, on behalf of itself and
Bell Aliant Regional Communications, Limited Partnership (Bell Aliant),2 and
TCC Communications Company (TCC), and on 20 October 2006, MTS Allstream Inc.
(MTS Allstream), submitted proposals to expand broadband services to a total of
approximately 650 rural and remote communities within their incumbent territories.3

1 In Regulatory framework for second price cap period, Telecom Decision CRTC 2002-34, 30 May 2002, as amended by Telecom
Decision CRTC 2002-34-1, 15 July 2002 (Decision 2002-34), the Commission imposed a pricing constraint equal to inflation less
a productivity offset of 3.5 percent on residential local services in non-high-cost serving areas. However, in order to avoid an adverse
impact on local competition, the Commission required that all incumbent telephone companies that were subject to the determinations
in Decision 2002-34 create a deferral account where they placed amounts equal to the revenue reductions that would otherwise have
resulted from an application of the price cap formula. Deferral accounts were subsequently established for Société en
commandite Télébec (now Télébec, Limited Partnership) and TELUS Communications (Québec) Inc. (now part of TELUS
Communications Company) in Implementation of price regulation for Télébec and TELUS Québec, Telecom Decision CRTC 2002-43,
31 July 2002.

2 Bell Canada's broadband expansion proposal on behalf of Bell Aliant was only for Ontario and Quebec, as Bell Aliant did not have
sufficient funds in its deferral account to propose the expansion of broadband services in its Atlantic territory.

3 In addition, proposals to improve access to telecommunications services for persons with disabilities were also submitted pursuant to
the determinations in Decision 2006-9 by Bell Aliant, Bell Canada, MTS Allstream, Saskatchewan Telecommunications, and TCC.
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In Review of proposals to dispose of the funds accumulated in the deferral accounts, Telecom
Public Notice CRTC 2006-15, 30 November 2006 (Public Notice 2006-15), the Commission
initiated a proceeding to consider the ILECs' broadband expansion and accessibility proposals.
As part of the Public Notice 2006-15 proceeding, as amended by Commission staff letter dated
26 April 2007, alternative broadband service providers (ABSPs) had the opportunity in
February 2007 to request the exclusion of any community identified for broadband expansion
by an ILEC on the basis that it was already served or likely to be served in the near future.

The Commission received submissions and/or interrogatory responses with respect to the
broadband expansion proposals from A.B.C. Allen Business Communications Ltd.; Aboriginal
Peoples Television Network Incorporated; Axia SuperNet Ltd.; Barrett Xplore Inc.; Bell
Canada; Blue Sky Net (on behalf of itself, Muskoka Community Network and NEOnet);
Bragg Communications Inc., carrying on business as EastLink; Canadian Cable Systems
Alliance (on behalf of its members); Cochrane Lake Gas Co-op Ltd. (on behalf of itself,
Crossroads Gas Co-op Ltd., and Federation of Alberta Gas Co-ops); Cogeco Cable Inc.;
Execulink Telecom; GPN Wireless Network Solutions Ltd.; Grant Internet Communications;
MTS Allstream; NETAGO Wireless; NetKaster Satellite Internet; Nexicom Inc.; NRTC
Communications; Open Source Solutions (on behalf of its members); Peace Region Internet
Society; Public Interest Law Centre on behalf of Manitoba Keewatinook Okimowin; Quebecor
Média inc. (on behalf of Vidéotron Itée); Reztel Broadband; Rogers Communications Inc.;
Shaw Communications Inc.; Télécommunications Xittel inc.; TCC; and Wild Rose Internet
Services. The Commission also received comments from several individuals, including
municipal and provincial representatives.

Scope of Decision

The Commission notes that this Decision relates only to the ILECs' broadband expansion
proposals. Furthermore, the Commission notes that this Decision addresses only uncontested
communities located in Rate Bands E, F, and G where no ABSP has indicated, on the record of
this proceeding, that it currently provides or has firm plans to provide broadband services in
the near future. The communities in question are listed in the Attachment to this Decision. The
Commission will address issues related to improving access to telecommunications services
for persons with disabilities and the deployment of broadband services in all other
communities proposed by the ILECs in a further decision to be issued within 180 days after
the close of record of the Public Notice 2006-15.

Commission's analysis and determinations

In the interest of bringing the benefits of broadband services to uncontested communities
located in Rate Bands E, F, and G, as quickly as possible, the Commission considers that it is
appropriate at this time to approve the use of deferral account funds to expand these broadband
services to such communities.

The Commission notes that in their initial proposals, the ILECs provided a detailed rollout
plan specifying the communities in which they would expand broadband services in year one
and subsequent years. The Commission also notes that there may be network dependencies
between the communities in the ILECs' plans.



9. With respect to the communities that are listed in the Attachment to this Decision, based on the
evidence in the ILECs' proposals and interrogatory responses, the Commission considers that
Bell Canada, MTS Allstream, and TCC have developed their broadband expansion proposals
consistent with the determinations in Decision 2006-9 pertaining to consultation and the
location of selected communities. The Commission also considers that the proposals, which
include the deployment of backbone and access facilities, are based on the least-cost
technology currently employed by each ILEC.

10. After reviewing the financial information submitted by the ILECs, the Commission is satisfied
that the proposed funding from the deferral account would cover only the uneconomic portion
of each proposal. The Commission notes that in the economic studies provided in support of
their broadband proposals, MTS Allstream and TCC assumed that all plant equipment was
fungible.# The Commission also notes that while Bell Canada submitted that it considered that
all plant equipment was fungible, it associated a zero end-of-study value for all plant
equipment in its economic study, effectively treating this plant equipment as non-fungible.

11. The Commission considers that any outside plant equipment deployed in non-economic
communities will have minimal, if any, alternative use within the company at the end of the
study period therefore should be treated as non-fungible in the ILECs' economic studies for
these communities. By contrast, the Commission considers that non-outside plant equipment
deployed in non-economic communities will have alternate uses within the company, and
should be treated as fungible in the ILECs' economic studies for these communities. In
addition, the Commission notes that where additional costs are incurred by the ILECs for
refurbishing and displacement to reuse the non-outside plant equipment, these costs should be
included in these economic studies.

Conclusion
12. The Commission approves the use of deferral account funds by Bell Aliant, Bell Canada,
MTS Allstream, and TCC to expand broadband services to the communities identified in the

Attachment to this Decision.

13. The Commission directs these ILECs to file the following information by no later than
4 September 2007.

e the list of communities from the Attachment to this Decision to which
they intend to deploy broadband networks in 2007 and 2008;

e detailed plans for rolling out broadband service to these communities
(including construction start date and service introduction start date);

4 Fungible plant equipment can be re-used by the company, and may have value at the end of a study period. Non-fungible plant
equipment does not have any alternative use for the company and will have zero value at the end of a study period.



14.

e revised cost studies for providing broaband service to these
communities reflecting the treatment of plant equipment identified in
paragraph 11 above. This information is to be provided by Bell Aliant,
Bell Canada, MTS Allstream, and TCC in the same format used in their
broadband expansion proposals submitted in September and
October 2006, and is to include the Detailed Summary of Phase 11
Costs table; and

o their proposed draw-down from the deferral account for each
community identified.

In addition, the abridged version of these filings is to be consistent with the Commission's
public disclosure determinations of 16 March 2007.

The Commission intends to issue its determinations with respect to the ILECs' plans for 2007
and 2008 on an expedited basis.

Secretary General

This document is available in alternative format upon request, and may also be examined in
PDF format or in HTML at the following Internet site: http://www.crtc.gc.ca
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