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In this Decision, the Commission finalizes the quality of service (Q of S) rate rebate plan
(RRP) for competitors applicable to the large incumbent local exchange carriers (ILECs).

The structure of the final RRP is significantly different from the structure used in the interim
rate adjustment plan for competitors. Under the final RRP, the total potential rebate amount
(TPRA) for a month is set at 5 percent of the revenues derived in that month from competitor
services provided to a competitor for which there is activity in that month for one of the
approved Q of S indicators. Each active Q of S indicator is given equal weighting and the total
rebate payable in a month is equal to the TPRA times the number of Q of S indicators which
are missed divided by the number of Q of S indicators active in that month.

The final RRP encompasses only Q of S indicators which measure activity on a
competitor-by-competitor basis. There are a total of 14 Q of S indicators included in the final
RRP, including three new indicators relating to competitor digital network (CDN) services
and Type C loops. The Commission establishes a mechanism for reporting activities beyond
the reasonable control of an ILEC and initiates a process for setting service intervals for
CDN services and Type C loops.

The ILECs are required to conduct internal and external audits on an annual basis and report
any issues raised and findings made from these audits to the Commission.

The final RRP, with the exception of indicators 1.19 and 1.19A, takes effect 1 July 2005.

l. Introduction

In Finalization of the Quality of Service rate adjustment plan for competitors, Telecom
Public Notice CRTC 2003-9, 30 October 2003 (Public Notice 2003-9), the Commission
initiated the present proceeding to consider issues relating to the finalization of the quality
of service (Q of S) rate adjustment plan (RAP) for competitors applicable to the large
incumbent local exchange carriers (i.e., Aliant Telecom Inc. (Aliant Telecom), Bell Canada,
MTS Communications Inc. (MTS) (now MTS Allstream Inc. (MTS Allstream)),
Saskatchewan Telecommunications (SaskTel), TELUS Communications Inc. (TCI),
TELUS Communications (Québec) Inc. (TELUS Québec) and Société¢ en commandite
T¢lébec (Télébec) (collectively, the ILECs).

Background

In a series of decisions beginning with Quality of service indicators for use in telephone
company regulation, Telecom Decision CRTC 97-16, 24 July 1997 (Decision 97-16),

the Commission established a number of competition-related Q of S indicators. These
indicators permit the Commission to monitor the provision of certain services to competitors
by the large ILECs.

In Regulatory framework for second price cap period, Telecom Decision CRTC 2002-34,
30 May 2002 (Decision 2002-34), and Implementation of price regulation for Télébec and
TELUS Québec, Telecom Decision CRTC 2002-43, 31 July 2002 (Decision 2002-43),

the Commission established an interim Q of S rate adjustment plan for competitors



(the interim RAP). The interim RAP was applicable to all of the large ILECs, except SaskTel,
and was based on certain competition-related Q of S indicators which had been given final
approval at the time Decision 2002-34 was issued.

In Decision 2002-34, the Commission required the ILECs to develop a competitor digital
network access (CDNA) service to foster facilities-based competition. In Competitor Digital
Network services, Telecom Decision CRTC 2005-6, 3 February 2005, the Commission
determined which services should be provided by the ILECs to their competitors as part of
competitor digital network (CDN) services. The existing Q of S indicators did not apply to
CDN services and, consequently, these services were not covered by the interim RAP.

In Saskatchewan Telecommunications - Applicability of interim quality of service rate
adjustment mechanisms and related matters, Telecom Decision CRTC 2003-36, 5 June 2003
(Decision 2003-36), the Commission concluded that it was appropriate for SaskTel to be
subject to the same Q of S regime and interim RAP for competitors as was applicable to the
other large ILECs.

In Finalization of interim competition-related Quality of Service indicators and standards,
Telecom Decision CRTC 2003-72, 30 October 2003, the Commission finalized all interim
competition-related Q of S indicators.

The interim RAP involved six competition-related Q of S indicators which had been given
final approval at the time that Decision 2002-34 was released. Two of these indicators did not
relate directly to specific tariffed rates and, consequently, the Commission decided that they
would not be used when determining rebates under the interim RAP. Three of the remaining
indicators had a minimum performance standard of 90% (i.e., the ILEC was expected to
achieve the performance standard 90% of the time). The fourth indicator had a minimum
performance standard of 80%. Under the interim RAP, if an ILEC failed to meet the minimum
performance standard when providing service to a particular competitor, the ILEC was
required to provide the competitor with a rate rebate equal to the total charges (either one
time or recurring) paid in respect of the affected service multiplied by the difference between
the minimum performance standard and the achieved performance (i.e., rebate = total charges
paid x ((80% or 90%) - achieved %)).

Proceeding

In Public Notice 2003-9, the Commission invited comments on the following issues
relating to the establishment of a final RAP for competitors:

1) those indicators to which the final RAP should apply;
ii)  the appropriate formulae to calculate rate adjustments;
ii1)  the frequency for filing Q of S results;

iv)  whether a mechanism should be established to address repeated failures
by an ILEC to meet the standard set for a Q of S indicator;
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v)  whether a mechanism should be established to address the failure of an
ILEC to file results for a Q of S indicator when required;

vi)  what form any rate adjustment should take;

vii) what form of dispute resolution mechanism should be established to deal
with disputes between an ILEC and a competitor with respect to the
correctness of reported Q of S results;

viii) what types of competitors should be entitled to benefit from the final RAP;
ix)  the transition from the interim RAP to the final RAP; and

X)  any other matters relating to the establishment of a final RAP
for competitors.

The Commission made Aliant Telecom, Bell Canada, MTS, SaskTel, TCI, Télébec and
TELUS Québec parties to the present proceeding. Other persons were invited to register as
interested parties by 19 November 2003.

The following persons registered as interested parties to the present proceeding: AGBriggs
Consulting Inc., Allstream Corp. (Allstream), Angus Telemanagement Group Inc.,
Call-Net Communications Inc. (Call-Net), FCI Broadband, Gouvernement du Québec,
Industry Canada, LondonConnect Inc., Microcell Solutions Inc. (Microcell), The
Corporation of the City of Thunder Bay, TIA Telecommunications Issues and Analysis,
and Xit télécom inc.

Public Notice 2003-9 set out the following four stage process:

e an opportunity for parties to submit evidence by 29 December 2003
(later extended to 29 January 2004);

e an interrogatory process from 28 January 2004 to 24 March 2004
(later modified to extend from 1 March 2004 to 26 April 2004);

e an opportunity for parties to submit argument by 13 April 2004
(later extended to 17 May 2004); and

e an opportunity for parties to submit reply argument by 28 April 2004
(later extended to 1 June 2004).

On 29 January 2004, the Commission received evidence from Aliant Telecom, Bell Canada,
MTS, SaskTel and Télébec (collectively, the Companies); TCI and TELUS Québec
(collectively, TELUS); Allstream, Call-Net, FCI Broadband, and LondonConnect
(collectively, the Competitors); Microcell, Xit télécom inc. on behalf of itself and
Télécommunications Xittel inc. (Xit). In addition, Aliant Telecom, Bell Canada, MTS,
SaskTel and Télébec filed data individually.
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On 17 May 2004, the Commission received argument from the Companies, the Competitors,
Microcell, TELUS and Xit.

On 1 June 2004, the Commission received reply argument from the Companies, the
Competitors, Microcell and TELUS.

On 9 June 2004, Xit filed a "further reply argument”, arguing that it was entitled to address
any new information filed at the reply argument stage. In a letter to the Commission dated 15
June 2004, the Companies submitted that Xit's further reply argument dated 9 June 2004 was
out of process and should not form part of the record of this proceeding. A similar request was
filed by TELUS on 16 June 2004.

The Commission has determined that no new evidence was introduced at the reply argument
stage by any party. Consequently, Xit's 9 June 2004 submission was out of process and
consideration of this submission cannot be justified on the basis of procedural fairness or the
rules of natural justice. Accordingly, the Commission has not taken this submission into
consideration when making its determinations in this decision.

Issues

The Commission has identified five main areas where issues arise in connection with the
establishment of a final RAP:

the guiding principles for the plan;

the rate rebate mechanism;

the Q of S indicators to be included;

audits, disputes and non-compliance; and

e the transition from the interim to the final plan.

Each of these areas, and the issues they entail, are discussed below.

The Commission notes that no tariff rate is actually adjusted under the "rate adjustment plan",
instead, rebates are provided when an ILEC fails to meet a Q of S performance standard.
Accordingly, the plan will be referred to by the Commission as the rate rebate plan (RRP)
instead of the rate adjustment plan.

Il. Principles

A number of parties made submissions regarding the principles they believed should
underlie the final RRP.
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Positions of parties

The Companies proposed that the design of the final RRP be guided by the following
general principles:

1. Penalties should only apply where a Q of S indicator measures performance
with respect to the provision of services to competitors;

1i. Performance for the Q of S indicator should be within the control of
the Companies;

iii. The Commission-approved standard for a Q of S indicator should be set at a
performance level which can reasonably be achieved by the Companies under
normal operating circumstances;

iv. The Companies should not be penalized more than once for any particular
activity associated with an order for a given due date; and

v. Volumes for the Q of S indicator for the month in question should meet
minimum volume threshold levels.

In support of these principles, the Companies argued that it would be unfair and unjust if they
were subject to rate rebates for below-standard performance of activities over which they had
no control or if a standard could not be reasonably achieved under normal operating
circumstances. The Companies also argued that if an activity was not performed in accordance
with the Commission's standard under one indicator, it would be unfair and unjust to penalize
the Companies multiple times for that same activity, simply because it happened to be reported
under multiple indicators. The Companies also submitted that in many instances, due to the
low volume of orders or trouble reports during a month, the minimum standard would
effectively become 100%, rather than 90%. They argued that this was inappropriate.

In addition to arguing in support of their proposed principles, the Companies also submitted
that the amount of the rate rebates should be commensurate with the degree to which the
mandated level of service had been missed. They submitted that the amount of rate rebate paid
for a specific Q of S indicator should be reflective of the value of the services being provided
to the competitor with respect to that indicator in the affected month.

The Competitors submitted that the final RRP should include measures to ensure that service
levels would be consistently met by the ILECs. In their view, the rate adjustment payable under
the final RRP should be substantial enough to deter the ILECs from missing the standard level
for a service indicator in any month and not be treated as just a cost of doing business.

The Competitors also submitted that measures should be in place to ensure that, if the service
levels were not met, the ILECs would act quickly to bring service levels up to the approved
minimum standards. They argued that the rate adjustment payable for consistently missing an
indicator over a number of months should be substantial enough that the ILEC would do
everything in its power to quickly bring a service level to the approved standard.
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In the Competitors' view, the final RRP should be transparent and adaptable to evolving
competitor services, as well as easy to verify and audit. In particular, a competitor receiving a
rebate should be able to readily understand and confirm the adjustment amount received. The
Competitors argued that the proposed plan should be easily adaptable to evolving service levels
and to the inclusion of new types of services.

The Competitors submitted that the magnitude of penalties administered as part of the retail
and competitor Q of S plans should be such that the ILECs would not be motivated to meet
service standards in one customer segment at the expense of standards in another customer
segment. Neither should the rebate mechanism be designed so as to inadvertently encourage
the ILECs to focus on services with high rates, at the expense of low tariff rate service
clements. In addition, the level of the rebate should be such that the ILECs would not choose
to pay rebates instead of adequately provisioning their networks.

The Competitors argued that the ultimate measure of success of the final RRP would be if no
payments were due to competitors since this would be evidence that the ILECs were providing
competitors with service quality at the approved levels.

The Competitors submitted that the Companies' proposal to implement a minimum volume
threshold would inappropriately allow the ILECs to escape the application of the final RRP for
competitors. Consequently, a competitor would be left with no protection from poor service
simply because the volume of work in a given month fell below an arbitrary threshold.
Furthermore, the proposal would remove any incentive for the ILECs to meet the approved
standards in months when they experienced lower volumes.

TELUS suggested that the following principles should underpin the final RRP for competitors:

i.  The RRP should minimize the administrative burden on both the Commission
and the ILECs. The costs of implementation should not outweigh the benefits;

ii. The RRP should be easy to understand. The methodology should be clear to
all stakeholders and there should be confidence that the results reflect
performance reality. The basis for calculating the adjustment should be
objective and transparent;

iii. The RRP should establish incentives to ensure ILEC compliance with Q of S
performance standards for services provided to the ILEC's own customers, as
well as services provided by the ILEC to competitors;

iv. The rate rebates should be commensurate with the degree to which the
mandated level of service was missed, and with the value of services the
customer purchased; and

v. The RRP should exclude from the calculation those periods when an ILEC is
subject to circumstances or events beyond its reasonable control that would
make it impossible to satisfy the Commission's mandated service standards.



30. TELUS agreed with the five general principles presented by the Companies and proposed
adding the following two new principles:

i. Penalties should in no case be allowed to grow so large as to dissuade ILECs
from investing in facilities to provide essential and near essential services; and

ii. The risk that rate adjustments might fully erode the 15 percent mandated
margin for essential and near essential services should be minimized and the
risk that they might compromise the return of Phase II incremental costs
should be eliminated.

Commission analysis and determination

31. The purpose of the Q of S regime for competitors, including the RRP for competitors, is to
ensure that all competitors receive a Q of S from the ILECs of a sufficiently high level to
enable the competitors to compete on a level playing field with each other and with the ILECs.

32. Based on this starting point, and in light of the submissions of the parties, the Commission is
of the view that the following considerations are important to the design of the final RRP.

33. First, the RRP must focus on Q of S indicators for services provided to competitors. While
obvious on its face, this requirement also implies that the RRP must be designed in a
sufficiently flexible manner as to easily permit its expansion, or contraction, to reflect the
addition or deletion of competitor services, as well as the introduction of new or the
modification of existing service quality measures.

34. Second, the RRP must ensure that all competitors are treated fairly and receive an appropriate
Q of S. This implies that the RRP should focus on Q of S indicators which are measured on a
competitor-by-competitor basis. This will ensure that the service provided to each competitor
is subject to the proper scrutiny and is not masked through the aggregation of data. This
requirement also suggests that a rebate under the RRP should be directed to the competitor
suffering the Q of S failure. In this way, no competitor would receive a windfall from a Q of S
failure which did not affect it directly.

35. Third, since the RRP is intended to provide an ILEC with an incentive to provide an
appropriate level of service to competitors, it must focus on matters within the control of the
ILEC. An incentive mechanism would be irrelevant in a situation where an ILEC is not able to
control or respond to events which impair the quality of service provided to a competitor. In
such circumstances, any rebates or other adjustments could have no effect on the quality of
service provided.

36. Fourth, the RRP must provide a sufficient incentive to ensure that an ILEC meets its Q of S
obligations. In particular, the minimum performance standard must be recognized as a
minimum, not a target, for performance. Similarly, provisioning the network to meet that
minimum performance standard must not be viewed as over-provisioning. The RRP must not be
designed so as to encourage an ILEC to view any rebates as simply a cost of doing business.
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Fifth, the RRP is an incentive mechanism. This implies that if the RRP provides an appropriate
incentive to meet each Q of S standard, then, in circumstances where a single performance
failure may trigger two or more Q of S indicators, it would be inappropriate to impose multiple
rebates. The ILEC should be adequately incented by a single rebate under a single Q of S
indicator. As a corollary to this, a competitor should not receive a windfall because of an
overlap in the design of the Q of S indicators.

Sixth, the RRP is an incentive mechanism, not a penalty mechanism. The focus must be on
ensuring that any rate rebates provide an adequate incentive to an ILEC, and that rates remain
just and reasonable, while avoiding a punitive effect.

Seventh, in order to be effective, the operation of the RRP must be simple and transparent. The
RRP should be easy to understand, to administer and to audit.

Eighth, the RRP must be effective for all competitors, in all circumstances. The fact that a
competitor may be smaller and have lower service volumes should not result in a situation
where that competitor does not enjoy the same quality of service as larger competitors. In all
cases where a competitor receives below-standard service quality, the ability of the competitor
to compete effectively is impaired.

In light of these considerations, the Commission is of the view that the following principles
should guide the selection of eligible Q of S indicators and the design of the final RRP
for competitors:

1) Q of S indicators to be included in the RRP should measure performance of
the provision of services to competitors;

2) Q of S indicators to be included in the RRP should be measured on a
competitor-by-competitor basis;

3) Q of S indicators to be included in the RRP should be calculated only in
respect of an activity that is within the ILEC's control;

4) Q of S indicators to be included in the RRP should be such that they do not
duplicate activities that are already measured by other indicators in the RRP;

5) Rate rebates under the RRP should provide sufficient incentive to ensure an
ILEC meets its Q of S obligations;

6) The RRP should maintain just and reasonable rates and must not operate as
a penalty mechanism;

7) The RRP should be easy to understand, to administer and to audit; and

8) The RRP should be effective for all competitors that acquire services from
the ILEC for which a Q of S indicator exists for that service, in all
circumstances, irrespective of the type of competitor or the volume of
service provided to a competitor.



I11. The rate rebate mechanism

In the preceding section, the Commission identified eight principles which should guide the
design of the final RRP for competitors. Four of these principles, numbers 5 through 8, relate
directly to the design of the rate rebate mechanism. These four principles provide the
foundation for the Commission's determinations in this regard.

Background

Six Q of S indicators were included in the interim RRP, with four of these generating rate
rebate payments to competitors if Q of S results were below standard. The six indicators were:

e Indicator 1.8 - New Unbundled Type A and B Loop Order Service
Intervals Met;

e Indicator 1.9 - Migrated Unbundled Type A and B Loop Order Service
Intervals Met;

e Indicator 1.10 - Local Number Portability (LNP) Order (Stand-alone) Service
Interval Met;

e Indicator 1.11 - Competitor Interconnection Trunk Order Service
Interval Met;

e Indicator 2.7 - Competitor Out-of-Service Trouble Reports Cleared
within 24 hours; and

e Indicator 2.8 - Migrated Local Loop Completion Notices to Competitors.

No rate rebate mechanism applied to indicator 1.10 as this indicator related to an activity
for which no specific rate was paid by a competitor. For indicator 1.11, the Commission
had yet to develop an adjustment amount per event.

In Decision 2002-34, the Commission adopted three formulae for determining a rate rebate,
depending on the nature of the Q of S indicator involved:

i) an indicator measured a service paid for by a competitor, in which case the
rate rebate would be calculated as: (mandated percentage standard - achieved
percentage) x (competitor-specific total tariff charges applied for the month
for the specific rate elements(s) in question);

1) an indicator measured an activity which would affect a service used by a
competitor, in which case the rate rebate formula would be: (mandated
percentage standard - achieved percentage) x (competitor-specific total tariff
charges applied for the month for the service in question); or
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ii1) an indicator measured an activity which did not directly relate to or affect a
particular competitor service, in which case the rate rebate formula would be:
(mandated percentage standard - achieved percentage) x (competitor's
specific demand for the month for the activity in question) x
(CRTC mandated adjustment amount per event).

Only the first two approaches were used in the interim RRP.
The basic structure of the rate rebate plan

There were two main proposals for the structure of the final RRP. The first was put forward by
the Competitors, the second by the Companies and by TELUS.

Positions of parties
The Competitors

The Competitors submitted that the interim RRP was overly complicated, as it used multiple
formulae, and that it was administratively burdensome to implement and monitor. They argued
that it was nearly impossible to audit the Q of S results reported or to confirm the accuracy of
any adjustments paid. The Competitors also argued that the interim RRP did not provide
adequate incentives for the ILECs to meet Q of S standard levels.

The Competitors submitted that experience to date had shown that the interim RRP was
ineffective in bringing the ILECs' Q of S levels up to minimum performance standards. The
Competitors argued that the quarterly rate adjustment payments made by the ILECs to
competitors under the interim RRP had not sufficiently deterred the ILECs from providing poor
service to competitors. In the Competitors' view, the ILECs had demonstrated that it was more
cost effective to incur minimal payments for delivering substandard service than to deliver
service at the approved minimum performance standards. According to the Competitors, the
ILECs had an incentive to provide superior levels of service to their own end-customers at the
expense of competitors.

In support of their argument, the Competitors provided several graphs illustrating the Q of S
performance of TCI. The Competitors submitted that when comparing TCI's Q of S results over
the July 2002 - September 2003 period, between retail Q of S indicator 1.1A (Provisioning
Interval - Urban) and the similar competitor Q of S indicator 1.8 (New Unbundled Loop Order
Service Intervals Met) for Allstream and Call-Net, TCI consistently met the standard for the
retail service, while it never met the same 90% standard for the similar competitor service.

The Competitors further submitted, that when comparing TCI's performance for service repair
for retail Q of S indicator 2.1A (Out-of-Service Trouble Reports Cleared within 24 hours -
Urban), over the same July 2002-September 2003 period as above, with the similar competitor
Q of S indicator 2.7 (Competitor Out-of-Service Trouble Reports Cleared within 24 hours), TCI
met the minimum standard for the retail indicator nine times out of 15 (60 percent of the time).
For the similar competitor indicator, TCI only achieved it five times out of 15 for Call-Net

(33 percent of the time) and three times out of 15 for Allstream (20 percent of the time).
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The Competitors also submitted that the exceptionally small quarterly rate adjustments paid
under the interim RRP were not commensurate with the harm suffered by the Competitors or
the deleterious effect inferior Q of S had on competition. The Competitors estimated that TCI
paid competitors less than $10,000 per quarter in rate adjustments under the interim RRP.
According to the Competitors, these amounts were insignificant compared to the revenues
retained by TCI as the end customers were not migrated to the Competitors. In the Competitors'
view, it was clear that the negative impact on competitors outweighed the financial cost of any
payments levied under the interim RRP.

In light of these problems with the interim RRP, the Competitors proposed a final RRP for
competitors which would be similar in concept to the retail rate adjustment plan and which, in
the Competitors' view, would provide an appropriate financial incentive to ensure that the
ILECs were suitably motivated to provide consistently high levels of service to competitors.

The Competitors proposed a final RRP that would function as follows. An ILEC would make a
monthly rate rebate payment to a competitor if the ILEC failed to meet the minimum
performance standard for one or more of the Q of S indicators included in the RRP. The
amount of the rate rebate per indicator would be the indicator's proportionate share of the total
rate adjustment value (TRAV) for the month, with each indicator for which there had been
activity that month being given equal weight. The TRAV would be a percentage of the ILEC's
monthly revenue from the competitor for those services covered by the RRP. The total payable
to a competitor would be the sum of the rebates for each indicator below standard.

The Competitors proposed that the percentage of monthly revenues (both recurring and service
charges) used to determine the TRAV should be set at a minimum of 5 percent. The
Competitors submitted that a level of 5 percent or more should provide the ILECs with an
appropriate inducement to provide service to competitors at the minimum standard levels
approved by the Commission.

The Competitors argued that their proposal would address the shortcomings experienced with
the interim RRP and would be more straightforward, easier to calculate and simpler to verify.
In their view, the plan would be flexible and could accommodate new indicators as required for
additional competitor services. Finally, since the TRAV for the final RRP for Competitors
would be based on the same percentage of revenues as applicable to the retail Q of S
adjustment plan, there would be less incentive for an ILEC to focus attention on meeting the

Q of S requirements associated with one plan at the expense of the other plan's indicators.

The Competitors submitted that their proposed plan was simple and would be easy to
implement, verify and audit, and that competitors would be able to readily understand and
confirm the adjustment amounts received. The Competitors further submitted that their
proposed plan would be as easily adaptable to evolving service levels as it would be to the
inclusion of new types of services, in that additional metrics and services could be readily
incorporated into the proposed plan as required. The Competitors submitted that their proposed
RRP would ensure that the magnitude of rate adjustments would be such that ILECs would not
be motivated to meet service standards in the retail customer segment at the expense of
standards in the wholesale customer segment. They also argued that rate rebates under their
proposed plan would be proportional to the harm caused to competitors by an ILEC missing
indicator standards.
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Microcell

Microcell submitted that the Competitors had put forward a workable proposal to remedy the
deficiencies in the interim regime. According to Mircocell, the Competitors' proposal would
avert the shortcomings associated with the interim RRP, and would be both more
straightforward and simpler to verify. Moreover, in Microcell's view, the Competitors' proposal
would ensure that the ILECs would be suitably motivated to provide consistently high levels of
service to competitors for all indicators.

Microcell submitted that, in particular, the Competitors' proposal would simplify the
calculation effort, as it would not require as many inputs or calculation steps as the interim
regime. It would also make it easier for competitors to validate the adjustment amounts
received. Microcell also argued that the Competitors' proposal would permit competitors to
receive compensatory payments in regard to services for which no revenues were attached and
that it would be consistent with the RRP already in place for retail Q of S.

The Companies

The Companies argued that the approach established by the Commission in the interim RRP
was working well and remained appropriate. However, given that the interim RRP only
covered four indicators, the Companies submitted that it was necessary to determine which
formulae would apply to the remaining Q of S indicators.

The Companies submitted that the rate adjustment formulae should be applied as follows:
Formula (i) would apply to indicators 1.12, 1.13 and 1.18; Formula (ii) would apply to
indicators 1.11, 2.7 and 2.9; and, indicators 1.6 and 2.6 would be modified to exclude any
overlap with other existing indicators so that double counting would be eliminated and a new
formula to calculate the rate adjustment for indicators 1.6 and 2.6 would be created.

The Companies argued that under their proposed final RRP, the magnitude of any rate rebates
would not be punitive. The Companies submitted that, unlike the Competitors' proposed RRP,
their RRP reflected the proportional nature of the rate rebates and total potential rate rebates
would be based on the value of services provided to a competitor with respect to that indicator
in the affected month.

The Companies argued that the amount of the TRAV proposed by the Competitors was
punitive and lacked proportionality. The Companies also argued that the Competitors' proposal
was biased towards larger competitors.

TELUS

TELUS submitted that the formulae set out in the interim RRP generally appeared to meet the
policy objectives of the Q of S regime and that the rate rebates under the plan were
commensurate with both the degree to which the mandated level of service was missed, and
with the value of services the customer purchased.

TELUS submitted that Q of S had improved in comparison with early results when the plan
came into effect. In TELUS's view, there was no need to completely revamp the interim RRP
as proposed by the Competitors.
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With regard to the Competitors' proposal, TELUS argued that it lacked proportionality and
would be unfair. TELUS also argued that the Competitors' proposal would create an
incentive for an ILEC to favour large competitors, since the potential rebates would be
greater for established competitors who took many services from an ILEC. In TELUS's
view, the final RRP should promote meeting Q of S standards equally for all competitors.

TELUS submitted that if the Commission were to accept the Competitors' proposed RRP, the
RRP should be capped such that for any particular service, the rebate could not be in excess of
the monthly tariff charges applicable to that service. TELUS also submitted that, in situations
where the competitor's volume of orders was low, the competitor had a perverse incentive to
ensure that the due date and reporting requirements were not met. According to TELUS, the
competitor could then recover in excess of the value of the service, although by the time the
rate rebate would be made, the service would probably already be delivered.

Commission analysis and determination

The Companies and TELUS argued in favour of a final RRP which would resemble the
interim RRP, with minor variations. In the Commission's view, however, the competitor

Q of S results for the ILECs since the initiation of the interim RRP indicate that that plan

has not provided an adequate incentive for the ILECs to meet the minimum performance
standards. Table 1, below, identifies the competition-related Q of S performance and amounts
paid for Bell Canada and TCI in the period July 2002 to December 2004.

Table 1
Competition-related Q of S results for Bell Canada and TCI (July 2002 to December 2004) *
ILECs Competitors (aggregated)

# of missed indicators / Total rate rebates paid
# of indicators with results

Bell Canada 80 /534 $29,612
TCI 208 /441 $75,864

Note: Affected competitors include Allstream, Call-Net, FCI Broadband, LondonConnect,
TELUS Québec and Bell West.

* These results are for the Q of S indicators included in the interim RRP which were
1.8,1.9,2.7 and 2.8.

The Commission reiterates that the Q of S standards are not performance targets; they are the
minimum acceptable performance levels. The RRP is not intended to provide the ILECs with a
choice between paying rate rebates or meeting the Q of S standards. The RRP is intended to
ensure that the ILECs have an adequate incentive to achieve these standards and that the rates
paid by competitors are just and reasonable in light of the service quality provided.
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In light of the failure of the interim RRP to ensure satisfactory Q of S results, the Commission
has concluded that the interim RRP mechanism must be modified.

The Commission is of the view that an RRP structured as suggested by the Competitors would
likely be more effective in ensuring compliance with the Q of S standards than the interim
RRP. The proposed mechanism would be simple to administer by the ILEC and easy to verify
by a competitor. The equal weighting of Q of S indicators would ensure that each activity
subject to service quality scrutiny would be given adequate consideration by the ILEC. In
particular, an activity which is not directly linked to a particular tariff rate or readily
identifiable service revenues would nonetheless be subject to a potential rate rebate directly
proportional to the revenues derived from providing service to the competitor.

The Commission is also of the view that, based on the evidence in this proceeding, the amount
of funds at risk under the final RRP must be significantly greater than the amount under the
interim RRP in order to ensure that the ILECs have an adequate incentive to meet the Q of S
standards. The Commission considers that a total maximum rebate of 5 percent of the revenues
derived from a competitor in respect of competitor services would be appropriate. This level of
potential rebate should provide an adequate incentive to the ILECs, while at the same time
ensuring that rates are just and reasonable. Moreover, contrary to the argument of the
Companies, such a rebate amount could not reasonably be viewed as punitive. The amount of
the rebate would be based on revenues derived specifically from services provided to the
competitor in question and the maximum rebate would only be realized if an ILEC failed to
satisfy all competitor Q of S indicators with activity in a particular month. The Commission
does not consider a 5 percent rebate in light of comprehensive Q of S failure to be either
unreasonable or punitive.

The Commission notes that the Companies and TELUS argued against the idea that failure to
satisfy a Q of S standard would trigger the full rate rebate for that indicator. In their view, such
an approach would lack proportionality, as compared to the approach under the retail rate
adjustment plan where the amount payable increases with the severity of the Q of S failure.

The Commission considers it important to emphasize that the ILECs operate under different
incentives when they are providing service to retail customers as compared to when they are
providing service to competitors. Many of the services provided to competitors only exist
because the Commission has mandated their provision. The ILECs have little incentive to
provide these services in a manner which facilitates the successful operation of their
competitors' businesses.

In the Commission's view, given the incentives facing the ILECs in the provision of services to
competitors, it would not be appropriate to establish a scaled rebate mechanism. Once again, it
is important to emphasize that the Q of S standards are the minimum performance standard
deemed acceptable. Failure to meet that standard must, therefore, trigger a rate rebate which
will provide a sufficient incentive to ensure that any problems are immediately corrected and
satisfactory service is provided thereafter. Requiring the full rebate amount for an indicator to
be paid if there is a Q of S failure for that indicator should provide the appropriate incentive.
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In light of the above, the Commission determines that the final RRP for competitors will
operate as follows:

i. the total potential rebate amount (TPRA) for a month is equal to 5 percent of
the amounts billed to a competitor for services (existing plus incremental
ordered during the month) covered by a Q of S indicator with activity in
that month;

ii. each Q of S indicator with activity in that month is given equal weight and the
potential rebate amount (PRA) for an indicator is the TPRA divided by the
number of active indicators for the month; and

iii. the total rebate payable to a competitor for a month is the PRA multiplied by
the number of Q of S indicators for which the ILEC failed to achieve the
minimum performance standard that month.

A sample calculation of a monthly rebate is set out in Appendix A.
Frequency of reporting and rebates
Positions of parties

The Competitors submitted that the timeframe under the interim RRP between any failure to
meet the Q of S indicator standard and the payment of the rate rebate was too long. The
Competitors submitted that waiting 45 days following the end of each quarter made it difficult
for competitors to verify the reported results. The Competitors argued that Q of S reports
should be filed monthly, within 15 days after the previous month end and that any rate rebate
should be issued within the same month as the report.

In support of their proposed timeframe, the Competitors noted that Bell Canada's Carrier
Services Group (CSG) already provided similar reports, such as a reject report, top ten
problems, performance results and competitive local exchange carrier (CLEC) card report, to
CLEC CSGs on a monthly basis. The Competitors argued that this demonstrated that reporting
Q of S results on a monthly basis would not be overly burdensome. The Competitors also
argued that the ILECs should be required to provide, in electronic format, supporting details
for the underlying formulae, as well as the values used in the calculation of the rate rebate
amount. The Competitors submitted that this was not always done even though this
information was essential for competitors to verify and confirm the rate rebates received.

The Companies were of the view that it would be appropriate to continue reporting competitor
Q of S results on a quarterly basis. The Companies submitted that to increase the frequency of
reporting would be inconsistent with the Commission's intentions to impose a minimum
regulatory burden and to balance the interests of the three main stakeholders in the
telecommunications market. The Companies also submitted that such a requirement would be
contrary to section 7(f) of the Telecommunications Act (the Act), which sets out as an objective
of the Canadian Telecommunications policy that regulation where required should be efficient
and effective.
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The Companies submitted that if the Commission were concerned that, with quarterly
reporting, it might not be apprised soon enough of persistent below-standard Q of S results, an
exception reporting process could be implemented, similar to that required for retail Q of S.

TELUS submitted that there was no demonstrated need to change the existing filing
requirements. TELUS agreed with the Companies that increasing the filing requirements
would be contrary to the Commission's principles of minimizing the administrative burden and
costs of operating the RRP and would also be contrary to section 7(f) of the Act.

TELUS submitted that the administrative burden and costs to satisfy the Competitors'
requested increased reporting would be considerable. TELUS also submitted that, should there
be a reason to report Q of S results more frequently, the Commission had the power to tighten
reporting on a case-by-case basis for an interim period.

Xit argued that waiting 45 days after a quarter to seek a remedy for poor Q of S was
detrimental to competition. Xit submitted that a more appropriate period for filing Q of S
results would be 30 days.

Commission analysis and determination

In Public Notice 2003-9, the Commission stated its preliminary view that for an RRP to be
efficient, the time span between a failure to meet a Q of S indicator standard and the
subsequent rate rebate should be as brief as reasonably possible. At the same time, the
Commission recognizes the importance of ensuring that the regulatory burden on all parties is
as light as reasonably possible.

In the Commission's view, the Competitors' concerns with the quarterly timeframe for
reporting appear to be focused primarily on issues related to the availability of information. In
particular, there would appear to be no financial basis for requiring monthly reporting. There
was also no evidence to suggest that monthly reporting would provide an additional incentive
for an ILEC to comply with the Q of S standards.

The Commission considers it reasonable to expect that both the ILEC serving a competitor and
the competitor itself, would keep track of Q of S failures pertaining to that competitor. The
Commission also considers it reasonable that an ILEC should provide the affected competitor
with supporting details for its Q of S results and its rate rebate calculation. These information
obligations would appear to address the Competitors' primary concern with the quarterly
timeframe of the interim RRP.

Under the interim RRP, the ILECs are required to file their Q of S reports and make rate rebate
payments on a quarterly basis, within 45 days of the end of a quarter. Based on the evidence in
this proceeding, the Commission considers that the additional costs and administrative burden
of monthly filings would not be justified on the basis of any expected gains in the
effectiveness of the competitor Q of S regime. Accordingly, the Commission does not consider
it appropriate to require monthly reporting. However, the Commission is of the view that the
time period between the end of a reporting period and the payment of any rebates should be
shortened. Given that services provided to each competitor will be tracked on an ongoing
basis, the Commission considers it reasonable to require the ILECs to file their Q of S reports
and make rate rebate payments within 30 days of the end of each quarter.
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In light of the above, the Commission determines that:

i.  The ILECs shall continue to issue competition-related Q of S results on a
quarterly basis;

ii. The ILECs must file those results with the Commission, providing a copy of
competitor-specific results to the relevant competitor, within 30 days of the
last day of the applicable quarter and make any rate rebate payments to
competitors within the same 30-day time period; and

iii. The ILECs are required to file with the Commission, and provide to the
relevant competitor, all supporting details associated with the determination of
the Q of S results and the calculation of the rate rebate amounts.

Treatment of repeated failures
Positions of parties

The Competitors submitted that the failure of the ILECs to satisfy the Q of S standards on a
recurring basis indicated that steps had to be taken to address repeated failures. The
Competitors submitted that adding a repeat factor for each indicator in the final RRP would
significantly help offset any economic incentive the ILECs may have in providing substandard
service delivery on a recurring basis.

The Competitors proposed that the rebate for an indicator would be multiplied by that
indicator's repeat factor. The repeat factor would initially be set at one and would be increased
by one every month in which an ILEC reported a below standard Q of S result. The repeat
factor would be reset to one once an ILEC delivered service at the approved standard for at
least three consecutive months.

In the Competitor's view, applying a repeat factor would not have punitive effect, but would be
a means of ensuring just and reasonable rates as required by section 27 of the Act. The
Competitors argued that the ILECs had complete control over their service performance, and
could ensure that the repeat factor would never be applied. The Competitors submitted that
ILECs' customer-specific arrangements (CSAs) often contained escalating penalties when a
service level objective was missed on a repeated basis.

The Companies submitted that if the Commission was concerned with an ILEC's persistent
below-standard Q of S, it could require the implementation of an exception reporting process
similar to that required for the retail Q of S regime. The Companies submitted that, in their
view, such an exception reporting requirement for competitor Q of S indicators should
alleviate any concerns the Commission might have regarding persistent below-standard service
quality results.

The Companies submitted that the Competitors had not submitted any evidence to show that a
repeat factor would be appropriate, based on past ILEC performance. The Companies were of
the view that, even if a repeat factor were considered to be necessary, two features of the
repeat factor proposed by the Competitors made it unreasonable and punitive.
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First, the Companies submitted that the Competitors had not proposed a cap to the repeat
factor, unlike other mechanisms that incorporated escalating penalties, such as those mandated
in U.S. jurisdictions or in the Companies' own CSAs, where escalating penalties had been
negotiated. Instead, under the Competitors' proposal, rate rebates would increase at an
exponential rate ad infinitum.

Second, the Companies submitted that the proposed application of the repeat factor would not
be symmetrical. According to the Companies, while the Competitors proposed that a repeat
factor be applied as soon as the performance standard for an indicator was not met in two
consecutive months, they also proposed that the repeat factor continue to apply until the
standard had been met for three consecutive months. The Companies submitted that in the
United States and in the CSAs noted above, penalties returned to their original level as soon
as the standard had been met in one month.

The Companies submitted that the Competitors' proposal was punitive and contrary to the Act.
According to the Companies, in light of the fact that the level of rate rebates would in no way
be calculated with reference to the service rates for the month in question, the Commission did
not have the legal authority to impose rate rebates of the nature proposed by the Competitors.
The Companies submitted that the magnitude of the rate rebates proposed by the Competitors
were prima facie unreasonable and punitive.

Microcell supported the inclusion of a repeat factor on the grounds that it would provide a
strong incentive for the ILECs to more rapidly correct Q of S deficiencies.

TELUS opposed the Competitors' proposed repeat mechanism. TELUS submitted that in
practical terms, this would result in an ILEC being penalized twice or more for the same
failure. TELUS argued that the cumulative penalty could grow to an amount out of proportion
with the actual harm caused. TELUS submitted that the Commission, through the application
of its powers conferred in the Act, had considerable discretion to make inquiries and
determinations with respect to repeated failures and could use this power on a case-by-case
basis to assure itself that the necessary system changes were underway to fix any perceived

Q of S indicator problems.

Commission analysis and determination

The Commission notes that in Decision 2002-34, it dismissed proposals to apply repeat factors
to remedy the problem of repeated substandard Q of S results on the grounds that such a
mechanism might become punitive. At that time, the Commission was of the view that the
incentives established by the interim RRP would be sufficient to prevent repeated failures.

In the Commission's view, the competitor Q of S evidence indicates that the interim RRP

did not provide the necessary incentives to prevent repeated failures. Since the initiation of the
interim RRP, Bell Canada and TCI have repeatedly missed competitor Q of S standards for
some indicators. For example, TCI has missed indicator 1.8 over 21 consecutive months

and 16 consecutive months in the provisioning of unbundled loops to Allstream and to
Call-Net, respectively.



99.

100.

101.

102.

103.

104.

The Commission is of the view that the changes in the structure of the RRP set out above
should significantly enhance the incentives for the ILECs to meet the Q of S standards.
The Commission is concerned that the mechanism proposed by the Competitors to address
repeated failures could become punitive in effect. Accordingly, the Commission does not
consider it appropriate, at this time, to incorporate in the RRP a mechanism to address
repeated Q of S failures.

Entitlement
Position of parties

The Companies submitted that a competitor's eligibility for participation in the final RRP
for competitors should differ depending upon whether the indicator for the service
performance which was being measured was currently reported on a competitor-specific
basis or on an aggregate company-wide basis. For competitor-specific indicators, the
Companies submitted that, consistent with eligibility criteria included in each of the ILECs'
tariffs, only CLECs and digital subscriber line (DSL) service providers should be entitled
to rate adjustments. For indicators reported on a company-wide basis, the Companies
proposed that all competitors for whom activity was reported under the indicators in
question would be eligible for rate rebates.

TELUS submitted that only CLECs operating in an ILEC's territory should be entitled to
receive the benefit of the competitor RRP.

The Competitors and Xit submitted that there should not be any restrictions on the type of
competitor eligible to receive a rebate under the final RRP. In their view, any competitor
obtaining services from an ILEC for which a competitor Q of S rate rebate would be applicable
should be entitled to receive a rate rebate.

Commission analysis and determination

In the Commission's view, no party has identified a valid basis or any compelling evidence for
discriminating between competitors so as to entitle one competitor to rate rebates under the
RRP, while denying another competitor a similar right. The Commission considers that all
customers of the ILEC should be eligible to receive a rate rebate should the ILEC not meet the
approved Q of S standard. Accordingly, the Commission determines that any competitor that
obtains facilities or services from an ILEC that are measured by a Q of S indicator included in
the final RRP should be entitled to receive rate rebates if the Q of S results are below standard.

Form of rate rebate
Position of parties
The Companies submitted that given that successful processes had already been established for

the issuance of rate adjustments, it should be left to the discretion of the individual ILEC as to
whether competitors should be rebated by either credit or by cheque. The Companies noted
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that, under the interim RRP, any rate adjustments were made through cheques by Bell Canada
and MTS, and credits to competitor accounts by Aliant Telecom and SaskTel. The Companies
submitted however, that since proposed indicators 1.6 and 2.6 were measured company-wide,
rate adjustments for these indicators should be made in the form of a credit to the

competitor's account.

TELUS submitted that there was no need for the Commission to regulate the method that a
rate rebate must take. TELUS was of the view that this should be negotiated between
affected parties.

The Competitors submitted that any rate adjustment should take the form of a credit on a
competitor's bill and should appear on the first competitor bill following the issuance of the
Q of S report. The Competitors added that interest should be assessed on any payments
missing the approved schedule payment date.

Xit submitted that payments should be made by cheque to a competitor's account within
30 days of non-compliance.

Commission analysis and determination

The Commission notes that the rate rebate payment process under the interim RRP has not
generated any complaints. In the Commission's view, if rate rebate payment methods were
subject to negotiation between the parties this should permit the most suitable approach to be
adopted for each competitor and ILEC. The Commission emphasizes, however, that such an
approach would not mean that the form of payment would be at the discretion of the ILEC, as
suggested by the Companies. In addition, as set out above, any late rate rebate payment from
an ILEC should incur interest at the interest rate charged by the ILEC for late payment of
ILEC bills.

In light of the above, the Commission determines that the rate rebate payment method made
under the final RRP for competitors should be negotiated between the ILEC and the
competitor and that, in instances of late payment by the ILEC, the outstanding payment shall
incur interest accruing from the rate rebate payment due date at the interest rate charged by the
ILEC for late payment of ILEC bills.

Activities beyond the reasonable control of an ILEC
Positions of parties

The Companies argued that they should not be penalized under the final RRP for any
substandard performance which was directly and causally related to unusual activity with a
CLEC, in circumstances where (i) the unusual activity was not forecast by the CLEC, (ii) the
unusual activity could not reasonably be foreseen by the ILEC, and (iii) where the CLEC had
not provided to the ILEC sufficient advance notice, complete with supporting quantitative
information, of such unusual activity.
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The Companies also proposed that a force majeure clause should be incorporated in the final
RRP for competitors, which would state that:

No penalty shall apply in a month where failure to meet the standard is
caused, in that month, by fire, strikes, default or failure of other carriers,
floods, epidemics, war, civil commotions, acts of God, acts of public
authorities, material change in circumstances, or other events beyond the
reasonable control of the Company which could not reasonably be
foreseen or provided against.

TELUS submitted that the final RRP should exclude from the calculation those periods when
an ILEC was subject to circumstances or events beyond its reasonable control that would make
it impossible to satisfy the Commission's mandated service standards. TELUS also submitted
that the acts of other parties, such as other connecting carriers, unions, or public authorities
could make it difficult to continue the normal operations of the ILEC, and that all of these
actions were both unpredictable and beyond the reasonable control of the company.

The Competitors argued that circumstances related to acts of God, epidemics, war, and civil
commotions would be beyond the reasonable control of an ILEC and would generally be felt
throughout the industry. The Competitors submitted that in such cases, the ILECs should be
permitted to exclude from the calculation of rate adjustments those results directly related to
such clearly identified events. According to the Competitors, however, the wording of the
Companies' proposed force majeure clause was too broad.

In the Competitors' view, if events other than acts of God, epidemics, war, and civil
commotions should arise, thus affecting Q of S, these should be dealt with on a case-by-case
basis. They submitted that the ILECs could apply to the Commission to exclude from the RRP
certain events or occurrences, which directly impacted Q of S and were beyond an ILEC's
reasonable control. The Competitors submitted that such applications should clearly describe
the event in question and indicate how the ILEC's Q of S results for specific indicators would
be impacted, and for how long.

Commission analysis and determination

The Commission determined, in Section II above, that one of the guiding principles for the
design of the final RRP is that Q of S indicators included in the RRP should be calculated only
according to an activity that is within the ILEC's control. Accordingly, the Commission is of
the view that there should be a mechanism for considering possible exclusions from Q of S
results where circumstances beyond the control of an ILEC may have caused the ILEC to fail
to meet a performance standard.

The Commission notes that the Companies argued that the final RRP should include a force
majeure clause to address the issue of exclusions. The Commission does not consider it
appropriate to include such a clause. In the Commission's view, the types of circumstances at
issue are, by their very nature, unpredictable and unique and, therefore, are best dealt with on
a case-by-case basis.
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In light of the above, the Commission determines that if an ILEC believes that a performance
failure for a Q of S indicator is attributable to circumstances beyond the control of the ILEC,
the ILEC may apply to the Commission for a determination that the relevant failure should be
excluded from the ILEC's Q of S results. The ILEC must apply for such relief within 21 days
of the adverse event and must serve a copy of its application on any affected competitors at the
same time as the application is filed with the Commission. In its application, the ILEC must
clearly identify the adverse event in question, the effects of the event on specific Q of S
indicators and the proposed adjustments to those Q of S results. The competitors will have

10 days to file comments on the ILEC's application with the Commission, serving a copy on
the ILEC. The ILEC may file reply comments with the Commission, serving copies on any
competitors filing comments, within a further seven day period. Where a document is to be
filed or served by a specific date, the document must be actually received, not merely sent by
that date.

The Commission will make a determination on an exclusion application as expeditiously as
possible. In the event that a rebate calculation is required under the RRP prior to the
Commission rendering its determination on an exclusion application, the rebate shall be

calculated on the basis that the performance failure in question is to be included in the
Q of S results.

IV. The Q of S indicators

In Section II above, principles 1 to 4 were established with regard to the inclusion and
treatment of Q of S indicators in the RRP.

In light of these principles and the arguments raised in the submissions of parties, issues
related to the Q of S indicators for the final RRP have been grouped and discussed under the
following headings:

e Q of S indicators reported on a company-wide basis;

e Q of S indicators reported on a competitor-by-competitor basis;

e New Q of S indicators; and

e CDN services and Type C Loop service intervals.

Q of S indicators reported on a company-wide basis

The following competition-related Q of S indicators are measured and reported on a
company-wide basis:

e indicator 1.6 - Competitor Installation Appointments Met;
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e indicator 1.7 - On-time Activation of PICs for Alternate Providers of
Long Distance Service (APLDS); and

e indicator 2.6 - Competitor Repair Appointments Met.
Positions of parties

The Companies submitted that indicators 1.6 and 2.6 could be included in the final RRP for
competitors if their definitions were revised to ensure that the information tracked by these
indicators was not also captured by other indicators that were included in the RRP. In this
regard, the Companies noted indicator 1.6 included activity that was also reported under
indicators 1.8, 1.9 or 1.12.

The Companies argued that indicator 1.7 had significant retail aspects to it and should not be
included in the RRP for competitors. They noted that PIC activation was requested by the
long-distance end-customer. The Companies were of the view that should an adjustment be
necessary, the end-customer should be the one to benefit from any rate rebate due to poor
service in PIC activation and not the APLDs.

The Competitors submitted that indicators 1.6, 1.7 and 2.6 should not be included in the final
RRP for competitors on the grounds that these indicators were reported on a company-wide
basis, not on a per-competitor basis. They also noted that activities measured under indicators
1.6 and 2.6 overlapped with activities measured under other Q of S indicators. The Competitors
argued, however, that while these three indicators should not be included in the final RRP, the
ILECs should still be required to report these indicator results to the Commission.

Microcell submitted that while indicator 1.7 should not be included in the final RRP for
competitors, it should continue to be reported by the ILECs and monitored by the Commission.

TELUS argued that indicators 1.6, 1.7 and 2.6 should not be included in the final RRP on the
grounds that they were not competitor-specific. TELUS submitted that modifying these
indicators to be measured on a competitor-specific basis would require significant effort and
that the costs would outweigh any benefits. TELUS also submitted that indicator 1.7 was a
retail measure and should be retained in the retail Q of S regime.

Commission analysis and determination

The Commission notes that the three Q of S indicators at issue measure activities on a
company-wide basis, not on a competitor specific basis. As such, they do not fall within
either the structure of the RRP approved above or the Q of S principles established in
Section II.

The Commission further notes that indicators 1.6 and 2.6 measure activities that are also
tracked by other indicators. While it might be possible to re-define indicators 1.6 and 2.6 to
eliminate any duplication with other indicators, they would still be measured on an
ILEC-wide basis and therefore would not adhere to the principles for the competitor RRP.
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The Commission does not consider it appropriate to totally redefine these indicators to both
eliminate duplication and make them competitor-specific. Such a redefinition would
completely change the character of the indicators and render them ineffective for monitoring
the Q of S concerns which they were originally designed to address.

With respect to indicator 1.7, all parties who commented on this issue agreed that this indicator
should not be included in the RRP for competitors. Given the retail character of indicator 1.7
and the fact that it is measured on a company-wide basis, the Commission is of the same view.

The Commission considers, however, that the ILECs should continue to track and report
results for these three indicators. The Commission notes that this would allow it to monitor
ILEC performance on these particular indicators and initiate remedial action if required. With
respect to indicators 1.6 and 2.6, it would also allow comparison between the Q of S results for
these competition-related indicators and retail Q of S indicators. This would permit the
Commission to monitor an ILEC's performance in dealing with competitors as compared to the
ILEC's treatment of its own end-customers.

In light of the above, the Commission concludes that:
e indicators 1.6, 1.7 and 2.6 are not included in the final RRP for competitors; and

e ILECs must continue to report Q of S results for indicators 1.6, 1.7 and 2.6, on
the same basis as is required for other competition-related Q of S indicators.

Q of S indicators reported on a competitor-by-competitor basis

The Commission has approved 16 competition-related Q of S indicators which are measured
on a competitor-by-competitor basis. These indicators are:

e indicator 2.9 - Competitor Degraded Trouble Reports Cleared Within 48 Hours

e indicator 1.8 - New Unbundled Type A and B Loop Order Service Intervals Met

e indicator 1.9 - Migrated Unbundled Type A and B Loop Order Service Intervals Met
e indicator 1.10 - LNP Order (Stand-alone) Service Interval Met

e indicator 1.10A - LNP Order (Stand-alone) Late Completions

e indicator 1.11 - Competitor Interconnection Trunk Order Service Interval Met

e indicator 1.11A - Interconnection Trunk Order Late Completions

e indicator 1.12 - Local Service Request, Confirmed Due Dates Met

¢ indicator 1.13 - Unbundled Type A and B Loop Order Late Completions



133.

134.

135.

136.

e indicator 1.14 - Unbundled Type A and B Loops Held Orders

e indicator 1.17 - Local Service Request (LSR) Rejection Rate

e indicator 1.18 - Local Service Request (LSR) Turnaround Time Met

e indicator 2.7 - Competitor Out-of-Service Trouble Reports Cleared Within 24 Hours
e indicator 2.7A - Competitor Out-of-Service Trouble Report Late Clearances

e indicator 2.8 - Migrated Local Loop Completion Notices to Competitors

e indicator 2.8A - New Loop Status Provided to Competitors

Positions of parties

The Competitors

The Competitors proposed that all indicators measuring activity on a competitor-by-competitor
basis, with the exception of indicator 1.17, be included in the final RRP. The Competitors
submitted that the definition of indicator 1.12 should be modified to ensure that it would capture
local service requests (LSRs) with due dates longer than the approved standard due dates.

The Competitors also proposed that the definitions for the indicators that would be included be
broadened to apply to additional services that competitors order from ILECs. In particular, the
Competitors suggested that the definitions be expanded to include services such as digital
network access (DNA)/CDNA (including Type C loops), asymmetric digital subscriber line
(ADSL) access, Ethernet access, Megalink Primary Rate Interface (PRI), Business
Line/Centrex and other services. The Competitors argued that under this approach, additional
services could easily be added into the RRP as it became necessary. In order to take into
account the more stringent service standards required for digital services such as DNA/CDNA,
Ethernet and Megalink, the Competitors also proposed that the standard of indicator 2.7 be
increased from 80% to 90%.

The Competitors further proposed that if the scope of indicators was broadened, the ILECs
should be required to report Q of S indicator results at the service level (i.e., by loop,
DNA/CDNA, ADSL access, Ethernet access, Megalink PRI, Business Line/Centrex, etc.) even
though, for purposes of the RRP, the results would be aggregated across all the applicable
services included in the indicator.

The Companies

The Companies proposed that indicators 1.11, 1.12, 1.13, 1.18, 2.7 and 2.9 be included in the
RRP. The Companies argued that including the activities measured by indicators 1.8, 1.9, 1.10,
1.14, 2.8 and 2.8A would result in double counting since these activities were already
measured by indicator 1.12.
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The Companies submitted that, contrary to the Competitors' concerns, indicator 1.12 captured
LSRs with due dates that were longer than the standard service intervals. The Companies
nevertheless proposed that the definition for indicator 1.12 be modified to make it clear that
the indicator measured whether a due date that had been confirmed with a competitor had,

in fact, been met.

The Companies were of the view that indicators 1.10A, 1.11A, 1.14 and 2.7A should not be
included in the final RRP for competitors on the grounds that the minimum performance
standards could not reasonably be achieved under normal operating circumstances. The
Companies questioned the Commission's legal authority to impose a penalty for failure to meet a
standard that was so high as to, in effect, eliminate a due diligence defence for the Companies.

The Companies submitted that if the Commission were to include indicators 1.10A, 1.11A,
and 2.7A in the final RRP for competitors, a more appropriate service standard for these
indicators would be 90% for indicators 1.10A and 1.11A, and 80% for indicator 2.7A, instead
of the existing standard of 100%. The Companies suggested that an appropriate standard for
indicator 1.14 would be 1.5%, although the Companies submitted that because this activity
was also captured by indicator 1.12, it should not be included in the final RRP as it would
result in double counting of an activity in two different indicators.

The Companies submitted that indicator 1.17 should not be included in the final RRP for
competitors for two reasons. First, the Companies noted that indicator 1.17 measured the
CLECs' ability to submit complete information in LSRs and not the ability of the Companies
to complete a specific task. The Companies submitted that they therefore did not have control
over the Q of S reported by this indicator. Second, the Companies argued that the 5%
objective fixed as a standard for this indicator was unreasonable given that from January to
September 2003, for three competitors, this indicator 