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17 September 2012

by Access Key
Mr. John Traversy 

Secretary General

Canadian Radio-television and

  Telecommunications Commission

Ottawa, ON   K1A 0N2

Dear Mr. Traversy:

Subject:
Follow-up to BRP 2012‑385, Review of the Local Programming Improvement Fund – MTS Allstream submission
1. MTS Inc. (hereinafter, MTS Allstream) is submitting its report in response to the Commission’s directive, at paragraph 21 of Broadcasting Regulatory Policy CRTC 2012‑385, Review of the Local Programming Improvement Fund, 18 July 2012 (BRP 2012‑385), that all licensed broadcasting distribution undertakings (BDUs) report to the Commission, by 17 September 2012,
· describing the measures taken to reduce subscriber bills by amounts corresponding to the progressively reduced Local Programming Improvement Fund (LPIF) contribution levels set out in BRP 2012‑385 and including evidence that subscribers have been notified of these bill reductions; or

· submitting evidence that subscribers have never paid contributions associated with the LPIF.
2. Subscribers to MTS Allstream’s licensed BDU, MTS TV, have never been required to contribute to the LPIF.  Consequently, MTS Allstream is providing evidence to this effect.  This evidence was initially provided by MTS Allstream in response to an undertaking from Commissioner Molnar taken during the oral hearing that was part of the proceeding leading to BRP 2012‑385 (the LPIF Hearing).
3. Since the launch of MTS TV in January 2003, MTS Allstream has generally implemented an increase to the price of its basic service and/or theme packages on an annual basis.  These increases are necessary to keep pace with the rising cost of programming and to cover a proportionate share of the network infrastructure deployment necessary to enable the roll-out of MTS TV’s advanced Ultimate TV offering to more Manitoba households.
4. The LPIF was introduced effective 1 September 2009, pursuant to Broadcasting Public Notice CRTC 2008‑100, Regulatory frameworks for broadcasting distribution undertakings and discretionary programming services, 30 October 2008 (BPN 2008‑100).  Since the release of BPN 2008‑100, MTS Allstream has implemented the following price increases for MTS TV Basic service:

· $3.00 per month, effective 15 January 2009;

· $2.00 per month, effective 15 January 2010;

· $0.51 per month, effective 31 May 2011; and

· $3.00 per month, effective 1 March 2012.
5. Customers were informed of these changes through messages included on their monthly bills during the billing cycle ending at least one month prior to the effective date of each increase.  The specific messages included on customer bills were the following:

· November 2008 bill message: Effective January 2009, the monthly rate for your MTS TV package will increase by $3.00.

· November 2009 bill message: Effective January 15, 2010, the monthly rate for your TV Service from MTS will increase by $2.00.

· April 2011 bill message: Effective May 31st, 2011, the regular monthly price of your TV service will increase by $0.51. You can change your TV Channels or packaging at any time at mts.ca/tvchannelchanges.

· January 2012 bill message: Effective March 1, 2012, the regular monthly price of your MTS TV service will increase by $3 a month.
6. At no time did MTS Allstream use the LPIF as justification for an increase to MTS TV prices, as can be seen from the ‘Take To Market’ bulletins that were appended to MTS Allstream’s response to MTS Allstream(CRTC)18Apr12‑3 LPIF, one of its undertakings from the LPIF Hearing.  Moreover, the size of the price increases MTS TV has implemented for its Basic package since the inception of the LPIF are completely consistent with those implemented in previous years:
· $3.00 per month in January 2006;

· $2.00 per month in January 2007; and
· $3.00 per month in January 2008.

7. By far the largest component of MTS TV’s operating expenses is the affiliation payments to Canadian pay and specialty service providers – mostly to the vertically integrated broadcasting entities.
  During the 2010 and 2011 broadcast years, MTS Allstream’s affiliation payments for Canadian pay and specialty services increased at more than twice the rate of subscriber growth, not including the impact of retroactive payments and unprecedented interest charges owed to Bell for the 2011 calendar year, pursuant to the Commission’s determinations in Broadcasting Decision CRTC 2012‑393, Request for dispute resolution by Bell Media Inc. concerning affiliation agreements with the Canadian Independent Distributors Group and TELUS Communications Company in regard to Bell Media Inc.’s specialty television services, 20 July 2012 (Decision 2012‑393).
8. MTS Allstream’s ability to increase its TV distribution prices to recover programming cost increases is limited by the fact that, as the “new entrant” BDU, competitive pricing is a necessity.  Consequently, the price increases MTS Allstream has implemented each year, generally recover only a portion of the increases to its costs.  Even if the Commission had not advised BDUs against passing the LPIF charge on to consumers,
 it is doubtful that MTS Allstream would have been able to do so.
Yours truly,
for Teresa Griffin-Muir

Vice President, Regulatory Affairs

c.c.:
Pauline Jessome, MTS Allstream (613) 688-8791
* * * End of Document * * *
� 	Bell Media Inc., a division of Bell Canada (Bell); Rogers Media Inc., a division of Rogers Communications Inc. (Rogers); Shaw Media Inc., a division of Shaw Communications Inc. (Shaw); and Quebecor Media Inc., a division of Quebecor Inc. (QMI).


� 	At paragraph 357 of BPN 2008�100, the Commission expressed its view that “there is no justification for BDUs to pass along any increased costs relating to the LPIF - estimated to be on average approximately $0.50 per month - to their subscribers.”
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