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Q.
Evidence of AT&T Canada, August 20, 2001, paragraph 6-15.


"Indeed, were the commission to conduct a Utility segment rate of return proceeding today, it would be likely that the currently approved 11% return on equity would be lowered."  (Emphasis added).


(a)
Provide the basis of AT&T's estimate that the 11% would be lower, including specific reference to regulator benchmarks and decisions.  In particular, provide the National Energy Board and British Columbia Utilities Commission benchmarks for rate of return on equity and Government of Canada long-term bonds, both at the time of the proceeding leading to CRTC Decision 98-2 and the most recent rulings regarding the benchmarks by those two regulators.  


(b)
Provide the most recent Consensus Forecast for Government of Canada long-term bonds.

A.
AT&T Canada based its statement that the target rate of return on the ILECs' Utility segment common equity would likely be lower than the 11% target established in Decision 98-2, dated 5 March 1998, if that rate were to be reset currently, was based solely on the Commission's ROE determination in Decision 2000-746, dated 30 November 2000.

In Decision 2000-746, the Commission lowered the allowed return on common equity for Northwestel to 10.5% from the previously allowed mid-point ROE of 12.25% set by Decision 94-19. 

Based on the premise that the price cap ILECs would require an ROE no higher than that of Northwestel, AT&T Canada concluded that "were the Commission to conduct a Utility segment rate of return proceeding today, it would be likely that the currently approved 11% return on equity would be lowered."

See attached for a recent consensus forecast of Government of Canada long‑term bonds.
