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Information requested by 

Aliant Telecom Inc., Bell Canada, MTS Communications Inc., 

and Saskatchewan Telecommunications 

(The Companies)

______________________________________________________________________________

Q.
In Table A‑1 of Appendix A of its submission, AT&T presents a summary of its estimated ILEC NET Utility segment revenue impacts for 2002.

Disaggregate the estimates provided in the table by ILEC and identify the source of the ILEC‑specific estimates.  Identify all assumptions and provide the detailed calculations where the estimates were developed by AT&T. 

A. A breakdown by ILEC of the Net Utility segment revenue impacts for 2002 is provided in Table 1 of the Attachment.  The rationale for each revenue impact item included in AT&T Canada's analysis is provided in section VI and Appendix A of its evidence, along with descriptions of the aggregate-level calculations and associated data source references.

The calculations for each of the nine line items provided in Table 1 (attached) are described below:

Line 1 provides an estimate of each ILECs' 2000 excess revenues above the level required to earn a rate of return of 11%.  The detailed calculations of these excess revenues for each ILEC are provided in Table 2 of the attachment.  The calculations are made assuming a corporate income tax rate of 40%.  It is also assumed that each ILEC maintains the 2000 level of excess revenue levels into 2002. 

The excess revenue calculation pertained only to ILECs subject to price caps.  However, it should be noted that SaskTel's 2000 RACE of 14.6% exceeds the going-in rate of return benchmark of 11% set for the other ILECs at the outset of the current price caps regime.  Absent going-in adjustments to SaskTel's rates, it can be expected enjoy surplus revenues of at least $23 million in 2002 taking into consideration its recent level of earnings.

Line 2 estimates the savings each ILEC would enjoy from the elimination of the current 4.5% productivity offset (i.e., the elimination of the current overall price cap index or PCI) net of the cost of applying a 5.0% productivity factor to the cost component of each ILEC's total subsidy requirement (TSR).  The underlying ILEC-specific capped revenue data and TSR cost component data are shown in Table 2 of the Attachment (along with the associated references).

Line 3 provides each ILEC's expected savings from a reduction in the contribution revenue charge from 4.5% to 1.5%.
  

Line 4 provides the difference between each ILEC's contribution revenues in 2001 (totaling 910 million)
 and their respective estimated TSRs in 2002 (totaling roughly $200 to 210 million), rounded to $700 million.
  In both years, the ILECs are assumed to be the sole recipients of all contribution/subsidy revenues.  The 2002 TSR is distributed among the ILECs based on the relative magnitudes of their respective 2002 TSR forecasts.

Line 5 provides estimates of the dollar value of each ILEC's exogenous factor adjustment approved for the recovery of local start-up and local number portability costs.
  Note that comparable information for MTS was not provided, consequently, this item is understated on an aggregate basis.  

Line 6 provides estimates of the dollar value of each ILEC's exogenous factor adjustment approved with respect to the recovery of Direct Connect service cost reductions deemed to have occurred prior to the outset of the current price cap period.  The ILEC-specific impacts were drawn from the Commission's Letter Decision of 16 May 2000.

Line 7 provides estimates of the going-in revenue requirement/surplus amounts approved in and set out in Decision 98-2 for each ILEC.
  

Lines 8 and 9 provide Bell Canada-specific impacts relating to tax changes in Ontario and Québec.

Due to the revisions noted in Table 1, the excess revenues in 2002 for all ILECs combined comes to just over $1.1 billion.

However, there are several additional impacts, not included in the analysis provided in Appendix A, that should be considered when establishing the range of ILECs' excess revenues.  First, as discussed above, including SaskTel's estimated excess earnings in 2002 adds a further $23 million to the total.  Second, a reduction in ILEC contribution revenues of roughly $700 million more likely corresponds to a reduction in the contribution revenue charge of 4.5% to 1.0% rather than 1.5%.  If this is the case, the ILECs savings from the reduction of the contribution revenue charge would likely increase by close to $45 million to about $318 million rather than $273 million (at line 3 of Table 1).
  Lastly, in light of the recent and expected reductions in corporate income taxes, the ILECs will likely enjoy further addition cost savings in the order of $128 million.
  All combined, these factors add further earnings of close to $200 million, when added to the calculation of the ILECs' excess revenues estimated in Table 1 the total is increased to approximately $1.3 billion.

Consequently, the ILECs can be expected to enjoy excess revenues in 2002 of between $1.1 to $1.3 billion, or approximately $1.2 billion based on the midpoint of these estimates.

� 	As reported in The Companies(CRTC)26Jun01-1106 PC and TELUS(CRTC)26Jun01-1105.


� 	As reported in ____(CRTC)16Mar01-407 Supplemental.  Note that in Appendix A and Table A-1 of its Evidence, AT&T Canada inadvertently excluded SaskTel's 2001 contribution revenues, estimated to be $49 million, form its calculation of total ILEC contribution revenues in 2001.  The corrected total of $910 million is included in Table 1.


� 	As reported in ____(CRTC)27Apr01-700 Supplemental.


� 	As reported in The Companies(Call-Net)26Jun01-201 PC and TELUS(CRTC)26Jun01-1106.


� 	As set out in Decision 98-2, paragraphs 453 to 460.


� 	As reported and discussed in Bell(CRTC)26Jun01-1100 PC and Bell(CRTC)26Jun01-1101 PC.


� 	I.e., representing a 78% rather than 67% reduction in the contribution revenue charge.


� 	See AT&TC(Cal)31Aug01-19 PC.





