August 31, 1998









Mrs. Laura M. Talbot-Allan,







Secretary General and Chief Operating Officer,

Canadian Radio-television and

    Telecommunications Commission,

Ottawa, Ontario

K1A 0N2

Dear Mrs. Talbot-Allan:

Subject:
Telecom Public Notice CRTC 98-17:  Internet Forbearance

Pursuant to Telecom Public Notice CRTC 98-17, the Corporation of the City of Thunder Bay - Telephone Department (Thunder Bay Telephone) submits the following attached comments.

These comments are submitted without prejudice to the further participation of Thunder Bay Telephone.

Yours truly,

Robert Olenick

Regulatory Analyst

Attachment

cc:
Interested Parties, PN 98-17

THUNDER BAY TELEPHONE

TELECOM PUBLIC NOTICE CRTC 98-17:

INTERNET FORBEARANCE - COMMENTS
1.
The Commission, on July 22, 1998 issued Telecom Public Notice CRTC 98-17, 
Internet Forbearance, wherein the Commission expressed as its preliminary view:



"..that the IS market is generally competitive, and that pursuant to



section 34 of the Act, it would be appropriate to forbear from



regulating IS provided by all Canadian carriers in respect of which



the Commission has not already forborne."


Further;



" The Commission is also of the preliminary view that, consistent



with previous Commission rulings, it would be appropriate to



forbear conditionally or unconditionally, depending on whether



the carrier in question, if necessary, has the appropriate accounting 



separations in place."

2.
The Commission, by way of this proceeding, is requesting comments from interested 
parties on its position and on any other issues pertinent to the consideration of Internet 
Services (IS) forbearance.

3.
The Commission identified that it had forborne from the regulation of IS provided by 
a number of companies since:



a)
Barriers to entry into applicants' markets were minimal;



b)
Applicants found not to be dominant providers;



c)
Markets characterized by active price competition;



d)
Equipment and transmission facilities available from numerous 




alternative sources; and



e)
There are no costs to switch ISPs and access is available to many ISPs 



with hardware and software.

4.
However, the Commission also indicated that there was the potential opportunity for 
the telephone companies to cross-subsidize these Internet Services from monopoly 
(utility) revenues.
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5.
Forbearance was given unconditionally if the companies had implemented Decision

    
 95-21, thereby adopting a Split Rate Base Regime.  In the view of the Commission,

    
 implementation of the split rate base provides the adequate safeguards against cross-

    
 subsidization.

6.
The following companies were granted unconditional forbearance:

                    - TELUS Communications Inc.

                    - New Brunswick Telephone Company Limited

                    - TELUS Communications (Edmonton) Inc.

                    - NewTel Communications Inc.

                    - Maritime Tel and Tel

7.
When no split rate base existed, the Commission made forbearance conditional upon

   
the establishment of appropriate accounting separations for Internet Services.  The

     
following companies were given conditional forbearance:

                    - Durham Telephones

                    - Huron Tel

                    - The Lansdowne Rural Telephone Company Ltd.

                    - Roxborough Telephone Company Ltd.

                    - South Bruce Rural Telephone Company Ltd.

                    - Wightman Telephone Ltd.

                    - Northwestel Inc.

                    - Sogetel Inc.

8.
Decision 95-21 of October 31, 1995 implemented the split rate base regime to allow

     
the Commission to focus on monopoly and near-monopoly markets.  The rate-base

     
splits use Phase III costing as a premise, with results to be recorded and reported for 2

     
segments rather than 13 Phase III service categories, a simplification of both the study

     
processes and the related documentation.  Access and Monopoly Local and part of

     
Other categories were combined into the "Utility" segment and such competitive

categories as Competitive Toll, Competitive Network, Competitive Multiline and Data,

     
Competitive Terminal, and part of Other were joined together into the "Competitive"

     
segment.
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9. Thunder Bay Telephone (TBT) is an independent local exchange carrier providing

    
 Internet Services under the name of Thunder Bay Internet.  Unlike the Stentor-member

   
 companies, TBT does not have the wide diversity of telecommunications service

  
 offerings to make any cross-subsidization easier.  Further, as noted in TBT's June 19,

      
 1998 application for forbearance, Thunder Bay Internet does not have the market

    
 presence to recover forgone revenues by employing rates lower than cost.

10.
Thunder Bay Telephone employs Phase III methodologies as approved by the

     
Commission in Decision 96-6.  Accordingly, filings have been made to the

     
Commission separating out monopoly and competitive items.  Particularly, for

     
Competitive Terminal and Cellular Services, amounts are recorded and separated in

    
accordance with approved segregated plans of account.

10. At present the revenues, costs and investments for Internet Services are separately

identified within the telephone operating accounts of the telephone system.  Internet

    
revenues, expenses and plant investments are allocated to the "Other" Broad service

     
Category.  TBT indicated its intent to fully separate all Internet Services assets,

     
revenues and expenses from its rate base and shortfall determination in the manner

     
consistent with that approved by the Commission.

12.  
Bell Canada, in its response to interrogatory Bell(CRTC)17Apr98-302, provided a

     
comparison between an independent's Phase III results and split rate base results.

        
 
" The Company notes that split rate base results and Utility

     
      
Segment data could be derived from an Independent's Phase III

       
   
results, by adding together the "Access" and "Local"

      
    
categories and any portion of the "Other" category that relates

     
     
to the provision of monopoly services."
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    13.
In addition to the issues pertaining to accounting separations, Thunder Bay Telephone also recognizes the need on the part of the Commission to exercise some of its powers and duties as under the Telecommunications Act.  To this end, TBT, in its application, requested:

          


" .... that the Commission refrain from exercising powers and

          


performing duties under sections 24, 25, 29 and 31 and subsections

          


27(1), 27(3), 27(5) and 27(6) in the same manner.

          

Thunder Bay Telephone recognizes that with respect to section 24,

          

that the Commission will retain the ability to set general conditions:

         

 a) on the provision of Internet services, particularly available

          

telecommunication services for ISPs; and b) on matters relative

          

to customer confidential information.  it is further recognized

that subsection 27(3) will also be retained to some extent."

14.  
Thunder Bay Telephone respectfully submits, that with the Commission identifying through its Forbearance Orders and by this Public Notice, that the Internet Services markets are sufficiently competitive to protect the interests of the users, that the information provided here with regard to the scope of forbearance and Internet Services accounting is sufficient to permit the Commission to unconditionally forbear from the regulation of the Internet services provided by Thunder Bay Telephone through Thunder Bay Internet.

15.

All of which is respectfully submitted this 31st day of August, 1998.

Robert Olenick

Regulatory Analyst

