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Q.
Evidence of AT&T Canada, August 20, 2001, paragraphs 6-14, and 6-15.


"As shown in the following table, at an assumed tax rate of 40%, this translates into surplus revenues of $812 million in the year 2000 alone."


"It is very likely that the ILECs will collectively enter the next price cap period with surplus revenues of at least $800 million per year."

"As a result, the current $800 million in surplus revenues is probably understated."


Provide the calculation used to derive the $800 million per year surplus revenue for the next price cap period.  Provide all assumptions with respect to rates, costs, and average common equity.

A.
AT&T Canada did not provide specific estimates of the ILECs' revenue surplus for the next price cap period. 

The only estimate of the ILECs' revenue surplus provided by AT&T Canada was $812 million for the year 2000.  However, AT&T Canada did conclude that, based on the ILECs' past ability to increase year‑over‑year returns on Utility segment common equity, a continuing annual revenue surplus of at least $800 million would likely be available in the next price cap period.
