AT&T(Cal)31Aug01-19 PC


Page 2 of 1

AT&T Canada 
Response to Interrogatory

13 September 2001
AT&TC(Cal)31Aug01-19 PC


Page 1 of 1

Information requested by 

The City of Calgary 

(Cal)

______________________________________________________________________________

Q.
Evidence of AT&T Canada, August 20, 2001, paragraph 6-16.


AT&T provides a number of factors, which it considers will further inflate the ILEC's surplus revenue at the outset to the indexed price cap.


Indicate whether current and expected reductions in general corporate income tax rates (federal and/or provincial) would be another factor that would further inflate ILEC surplus revenues and returns.  Please explain.

A.
AT&T Canada concurs with the premise put forward by the City of Calgary that should the actual composite corporate tax rate be lower, ILEC returns and surplus revenues would be higher. 

In order to estimate 2000 surplus revenues for the ILECs, AT&T Canada used an arbitrary composite income tax rate of 40%.  However, if for example, the composite tax rate of 40% decreased to 35%, and no other changes occurred, ILEC reported Utility segment net income would increase from $1,489.7 million to $1,613.8 million.  The excess net income would then increase from $487.0 million to $611.1 million, and excess revenue would increase from $811.7 million to $940.1 million.
