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INFORMATION REQUESTED BY

CALL-NET ENTERPRISES INC.

Q. With respect to the productivity offset and excluding any exogenous factors:

a) Provide the absolute dollar value of the productivity offset by year for the first four years of price caps (1998-2001).

b) Estimate the absolute dollar value of the productivity offset by year for the next four years (2002-2005) using the same productivity offset methodology used for the first four years of price caps.  Identify all assumptions used to generate the estimate.

c) Estimate the absolute dollar value of the productivity offset by year for the next four years of price caps based on the Companies' proposal as set out in its Submission.  Identify all assumptions used and where appropriate use the same assumptions as in b). 

d) Estimate what the absolute dollar value of the productivity offset by year for the first four years of price caps would have been if the Companies' proposal as set out in its Submission had been in place.

A.
This response is provided by Aliant Telecom, Bell Canada and MTS. 

a) The value of the productivity offset is provided for each year from 1998 to 2001 for each of the Companies.  The value of the productivity offset in any year is calculated as 4.5% times the total capped revenue base used in the Companies' annual price cap filings.  The Companies note that in 2001, the price cap indices for Island Tel, MTT, NBTel and NewTel Communications were amalgamated into Aliant Telecom price cap indices.



See also The Companies(Call-Net)26Jun01-201 PC.
Table 1

Productivity Offset

($M)

Company
1998
1999
2000
2001

Aliant Telecom
-
-
-
15.9

Island Tel
1.1
1.1
1.1
-

MTT
8.6
8.8
7.6
-

NBTel
4.8
4.8
4.5
-

NewTel Comm.
4.1
4.0
3.9
-

MTS
8.9
8.9
9.2
9.6

Bell Canada
153.3
156.3
153.3
134.9

b) In order to estimate the absolute dollar value of the productivity offset for years 2002 to 2005, the Companies would need a forecast of the total capped revenues for the years 2001 to 2004, which are not available.  The Companies have developed a forecast of the total capped revenues based on the existing price cap regime only for 2002 using the Companies' 2001 projected capped revenue forecasts.  See Table 2.

Table 2

Productivity Offset

($M)

Company
2002

Aliant Telecom
13.6

Bell Canada
140.6

MTS
10.4

c) Pursuant to the Commission's ruling dated 8 August 2001, Table 3 provides the estimated dollar value of the productivity offset for Bell Canada, Aliant Telecom and MTS, for the year 2002, based on these Companies' proposed productivity offset of 3.5%. 

Under these Companies' proposals, the 3.5% productivity offset is used to reduce the Phase II cost component of the Total Subsidy Requirement (TSR) calculation each year.  The dollar value of the proposed offset shown in Table 3 represents the reduction in the estimated TSR in 2002 that results from having reduced the Phase II costs used in the calculation of the TSR by 3.5%.  

Table 3

Estimated Value of the 3.5% Productivity Offset

for Aliant Telecom, Bell Canada and MTS

($M)


TSR*
Reduction in TSR due to Application of the 3.5% Productivity Offset**

Aliant Telecom

· Island Tel

· MTT

· NBTel

· NewTel Comm.

Total
2.7

4.4

4.0

9.2

20.3
0.4

1.9

1.5

1.3

5.2

Bell Canada
53.3

11.9

MTS
30.0
2.0

*
The TSRs are estimated using current rates and the Commission-mandated costs in Decision 2001-238, adjusted by an inflation rate of 4.1%, the proposed productivity offset of 3.5% and the 1.5% revenue percentage charge.  

**
Represents the difference between estimates of the TSR derived based on Phase II costs which were not adjusted by the proposed productivity factor, and estimates of the TSR derived based on Phase II costs which were adjusted by the proposed productivity factor.  

SaskTel is proposing not to apply a productivity offset to derive annual estimates of the TSR, consequently there would be no impact on the TSR.

d)
See The Companies(RCI)26Jun01-27 ii) PC.

