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1301
Assume the Commission decides that a mechanism should be implemented for the next price regulation period in order to provide some level of protection to consumers and competitors against the potential for supra-normal returns flowing to shareholders or being used to cross-subsidize competitive services.  Indicate whether TELUS’ preferred mechanism would be based on:

a)
earnings-sharing applied to Utility segment returns;

b)
pre-determined percentage(s) of Utility segment revenues (specify and justify appropriate levels to use); or

c)
some other mechanism (provide details and proposed parameters).

ANSWER

a) – c)
As discussed in Appendix A of TELUS’ Evidence and in interrogatory response TELUS(CRTC)16March01-301, the company believes that incorporating any type of sharing mechanism into the price cap plan dulls the superior incentive properties of price regulation, creates the opportunity for strategic regulatory behavior and can prove anticompetitive.  Moreover, the trend in the U.S. and around the world has clearly been in the direction of pure price cap regulation and away from earnings sharing mechanisms.  For these reasons, TELUS would prefer no type of sharing mechanism in the price regulation plan.  



TELUS would not prefer an earnings-sharing mechanism because it would perpetuate the requirements for Split Rate Base and examination of rate of return on a subset of the Company.  TELUS is currently considering whether a pre-determined percentage of revenues approach is feasible and capable of preserving the incentive properties of price regulation.








