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THE COMPETITION TRIBUNAL
CT - 94/02

IN THE MATTER OF an application by the Dirgctor of Investigation and
Ras::amh under sections 79 and 105 of the Competition Act, R.8.C. 1985,
c. C-34

AND%IN THE MATTER OF certain practices of the Publighers of Yellow
Pages Telephone Divectories in Canada;

AND.IN THE MATTER OF a Consent Order granted by the Competition
Tribunal dated November 18, 1994;

AND IN THE MATTER OF an npplmuuon by AGT Directory Led. (now...... .
TELUS Advertising Services Inc.) and Edmonton Telephones Corporation i T ; (m i
(predecessor to ED TEL Directory Ine., now TELUS Advertising Servic

(Edmonton) Ine.), under section 106(a) of the Competition Act, B.S.C. 1985 iy LiNE ¢ o506

T e

¢. C-34, as amended, 1o vaty the Consent Order granted by the Competition ™~ ——r-ees . .

Tribunal dated Nov, 18, 1994.
BETWEEN:

TELUS ADVERTISING SERVICES INC, and
' TELUS ADVERTISING SERVICES (EDMONTON} INC,

Applicants
and

e e
THE DIRECTOR OF INVESTIGATION AND RESEAR X
ANGLO CANADIAN TELEPHONE GOMPANY, £
DIRECTWEST PUBLISHERS LTD,, M;
THE MANITOBA TELEPHONE SVSTEM, MAR 3 1997 :

MT&T HOLDINGS INCORPORATED,
TELE-DIRECT PUBLICATIONS) ¥NEx angf oS #
TELE-DIRECT (SERVICES) TNG. — 20 |

Respondents

REPLY TO THE MEMORANDUM OF THE
RIRECTOR QOF INVESTIGATION AND RESEARCH

1. This document is filed in reply to the Response filed on behaif of the Director of
Investigation and Ressarch ("Director”) on February 14, 1997.
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2. In reply to paragraph 6 of the Dircetor's Response, the Applicants plead that the
condition precedent to the exercise of the Tribunal's power to vary the Consent Order
under section 106{n) of the Competition Act has been met, that is, there has been o
changp in the circumstancos that led to the making of the original order.

3, As stated in the Response filed on behalf of the Respondents other that the Director,
whicﬁ is accepted and adopted by the Applicants, AGT Directory Limited ("AGTD")
and Edmonton Telephones Corporation ("ETC") were scparate and independent
companies throughout the twenty-one month petiod while the Consent Order was
being negotiated and at the time that it was granted on November 18, 1994, That was
the same day that the City of Fdmonton acecpted the offer by TELUS Cotporation
("TELUS") to acquire the business of ETC,

4,  The transaction was subject to varions conditions including receipt of an Advance
Ruling Certificate or a letter from the Dircctor indicating that he did not presently
have sufficient grounds to challenge the acquisition wunder section 92 of the
Competition Act, Following receipt of such & lotter from the Director on February 28,
1994,; the transaction closed on March 10, 1994,

5. The TBLUS aecquisition of the business of ETC involved some corporate
restructuring:

(8) ETC transferred its agsets, rights and lisbilities to Ed Tel Inc. ("ETI") in
exchange for shares of ETI;

(b)  The various components of ETC's business were divided amongst three wholly

owned subsidiaries of ETT and the directory business was tranaferred to Bd Tel
Directory Inc. ("ETDI"); and

BRI VIO T



MAR 117497 12:04 Wo.009 P03

-3-

(¢) - TELUS then purchased the shares of ETI from ETC.

6. Effactive October 21, 1996, TELUS adopted the TELUS Master Brand throughout
Alberta and AGTD and ETDI changed their names to TELUS Advertising Services
Ine, ("TAS") and TELUS Advertising Services (Edmonton) Inc. ("TASE"),
respectively. |

7.  The existence of the possibility on November 18, 1994 that the ownership of ETC
wmight change at a future date does ot preclude the acquisition of ETC's business by
TELQS from conatituting a change in "the circurstances that led to the making of the
(Conﬁgmt Order)" within the meaning of section 106(a) of the Competition Act.
AGTD and ETC were independent unaffiliated entitics at the time thut the Consent
Order 'was negotiated and granted. The relutionghip between AGTD and ETC at that
time would not have been conducive to negotiating a consent order that contemplated
common ownership of both companies, Today, TAS and TASE are sister companies
that are both owned and controlled by TELLIS, have a common President and together
carry on the directory business throughout the Province of Alberta,

8,  The Applicants deny the allegation in paragraph 5 of the Dirsctor's Response that
paragraph 2 of the Consent Order anticipated and provided for the eventuality of ETC
bring acquired by TELUS. Paragraph 2 of the Consent Order merely states:

2. 'The provisions of this order shatl apply to each of the
respondents and to:
(8)  oeach divieion, subsidiary, or other person controlled by

it, and each officer, director, employee, agent or other person
acting for or on behalf of any of them; and
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(b)  each oftheir successors and assigus, and all other pexsons
in #etive concert or participation with any of them who shall
have received actual notice of this order.

This paragraph of the Consent Order does not address the potential consequences of
n ahnﬁgc: in control of any of the Respondents or preclude any of the Respondents
from applying to vary the Consent Order pursuant to scchon 106 of the Competition
Act.

9. In reply to parapraph 7 of the Director’s Response, the variations 1o the Consent Order
propdsed by the Applicants do not, and were nol iniended to, affect relationships
between the Applicants and the other Respondents.

10.  In reply to paragraph 7 of the Dircctor's Response, the Applicants plead that in the
changed circumstances that now exist, the Consent Order as modified by the
variations proposcd by the Applicants ("Modified Consent Order") would overcome
any pi'@sumpt.ivc substantial lessening of competition arising out of the conduet which
was the subject of the original Consent Order application. The variations proposed
by the Applicants are very limited in scope and leave the essence of the Consent

Otder intact as outlined below:

(8) The Consent Order was directed at the market for the sale of national
* advertising into telophone directories in Canada, It is estimated that TAS and
" TASE collectively represent loss than ten per cent of this market and do not
| possess market power in this market.

(b}  The proposed variations would permit TAS and TASE to establish common

" commission rates and commissionability criteria for nationsl advertising
throughout Alberta thereby benefitting the CMR community, TAS and TASE,
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It would also cnable TAS and TASE to deal with cach other more directly than
they would with unrelated third parties with respect to national advertising,
They would be able to deal with each other internally as sister companies as

| regards all aspects of national advertising in the same way they are at liberty

~ to deal with each other as sister companies as regards all other nupeots of their

directory business.

) | TAS and TASE would continue W be bound by all other aspects of the
Consent Order to the same extent they are today.

(d)  Tho other Respondents would continue 1o be bound by all aspects of the
Consent Order,

In the present changed cireumstances, the public interest sorved by the Consent Order
with respect to the market for the sale of national advertising into telephone
directories In Canada wonld continue to be satisfied by the Modified Consent Order,

11.  Inreplyto paragraph 11 of the Director's Response, in the changed cireumetances that
now gxist, the Consent Order would not have been made. TAS and TASE, as sister
companics, would not have consented and would not have been expected to have
consented to such an order, Further, the Consent Order would have been ineffective
io achieve its intended purpose as it was not intended to frustrate fture transactions
or prevent Respondents who became sister companies from coordinating aspects of
their Yellow Pages directory business in order to opemte in the most efficient manner
and provide the best service to their customers,
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2. In rep_ly to paragraph 12 of the Director's Response, it is in the public interest for this
Tribunal to exercise its discretion to grant the variations to the Consent Order sought
by the Applicants for the following reasons: |

(a) It would enable TAS and TASE to respond to the desire expressed by
members of the CMR (Cerlified Marketing Representalive) community for
‘common commission rates and commissionability criteria for national
- advertising throughout Alberta,

(b) Tt would permit TAS and TASE to cooperate mote effectively in building
-relationghips with the CMR. community in o manner that minimizes ambiguity
and confusion and stimulates the placement of national advertising in Alberta
'teluphone directorics, thereby benefitting TAS, TASE and the CMR
community.

(¢} Itwould ensble TAS and TASE to develop an intograted approach in dealing
with the CMR. community, reduging duplication with respect to matters such
as incentive plan development and implementation thereby generating cost

-savings,

(d) ‘Tt-would peymit internal systems 1o be developed that would enable TAS and
"TASE 1o process orders more efficiently in cach other's telephone directories
:thereby gencrating cost savings, for example, by entering them directly into
each other's systems.

()  The ability to develop standardized and uniform practices throughout Alberta

‘ag regards national advertising would enable TAS and TASE to beller serve
the needs of the CMR community and reduce the administrative burden and
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the costs incurred by CMRs in doing business with TAS and TASE, for

example, by developing systems that would enable either TAS or TASE to act

as a single point of contaci and accept orders from external CMRs for
 publication within each other's directorits throughout Alberta,

() The constraints imposcd by the Consent Order upon TAS and TASE with
respect (0 national advertising crvatc practical difficulties in optimizing
procedurey for coordinating the efficient handling of local advertising, which
is not subject to the Consent Order.

DATED st the City of Calgary, in the Province of Alberta this 28th day of Februery,
1997, -

BENNETT JONES VERCHERE

Per: % { y 24 WTJ &f-/

Yo'Anne Strekaf
Coungel to TELUS Advartismg
Services Ino. and TRLUS
Advertising Services (Bdmonton)
Inc.

TO: The Registrar of the Competition Tribunal

AND TO:  Mr, William Miller

Counsel for the Dircotor of Investigation and Rescarch
Consumer and Corporate Af¥airs

' Department of Justice

‘Tegal Services Branch
Place du Portage, Phase 1
50 Victoria Street
Hull, Quebec K14 0CY
Phone; (819) 997-3325

“Fax: (819) 953.9267
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AND TO:; ' Mr. Mark J. Nicholson
- Counsel for the Respondents other than
~ the Director of Tavestigation and Research
- Blake, Cassels & Graydon
- Box 25, Cormomerce Court West
Toronto, Ontario M5L 1A9
Phone: (416) 863-2400
Fex: (416) 863-4251
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