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1101 Under the company’s proposal, indicate on what basis exogenous factor (Z-factor) adjustments would be allocated to sub-baskets, whether based on revenues, causal costs or some other means.

ANSWER

Under the TELUS price regulation proposal, the costs associated with an event entitling the company to an exogenous adjustment would be recovered in two principal ways.  

In the case of services not subject to an upward pricing constraint, TELUS would allocate a portion of the costs associated with the exogenous event to these non‑price restricted services and would seek to recover the relevant costs by raising rates (to the extent that the market would permit such actions).

In the case of services subject to an upward pricing constraint, TELUS would allocate a portion of the costs associated with the exogenous event to these price restricted services and would seek to recover the relevant costs by means of a Commission approved exogenous adjustment to the rates.  If this adjustment required a rate increase, the increase would be in addition to the increase otherwise permitted under the pricing constraint.  Such an adjustment would be required because TELUS would be restricted from instituting price changes for the recovery of the costs associated with the exogenous event.

In general, TELUS would expect that the costs associated with an exogenous event would be allocated between the various groups (or sub-groups) of affected services on a revenue-weighted basis.  That being said, the Commission should allow for the use of other bases of allocation, where appropriate.







� The ability to use different bases for the allocation of the costs associated with an exogenous event is provided for in Decision 97-9, at paragraph 110.  The proposal provided for in this response is, therefore, largely consistent with the Commission’s existing practices.





