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1603
Refer to the responses to interrogatories TELUS(CRTC)27Apr01-600 and 614.

TELUS stated that it used two criteria for including communities in its SIP:  (i) a community requires ten or more permanent principal dwellings and (ii) the average cost of capital per dwelling in the communities in (i) must not exceed $26,000.

a)
Re-estimate the costs of TELUS’ SIP, as shown in the response to interrogatory TELUS(CRTC)27Apr01-604, if i) 50% and ii) 100% of permanent principal dwellings elect to receive service.

b)
Provide TELUS’ views on whether it is appropriate that the general body of subscribers pay for the net cost of the SIPs.

c)
Provide, for each of Alberta and British Columbia, the PWAC of SIP costs, assuming uniform limits of (i) $15,000, (ii) $25,000, and (iii) $40,000 for permanent and seasonal dwellings.

d)
Discuss possible benefits from the SIPs to ratepayers in presently fully-served areas.  Also, discuss, giving detailed reasons, such as possible impacts on local rates and on payments from the central fund administrator (CFA), why TELUS did not propose to include all the underserved or unserved customers in its SIP. 

e)
Provide TELUS’ views on whether it is appropriate that the company’s shareholders pay for the net cost of the SIP.

ANSWER

TELUS is filing Attachment 2 of this interrogatory response in confidence with the Commission pursuant to section 39 of the Telecommunications Act.  Parts of Attachment 2 contain sensitive commercial and financial information, or data that can be used to derive such information, that is confidential and that is consistently treated in a confidential manner by TELUS and the Commission.  Release of this information would provide TELUS’ actual and potential competitors with sensitive and commercially useful information not otherwise available to them, thereby causing TELUS specific and direct harm. The disclosure of estimated costs and revenues, in a highly disaggregated form will allow existing and potential competitors to better assess TELUS’ vulnerability to competitive inroads and to better gauge the attractiveness of various entry and investment strategies.  TELUS therefore requires that this information not be disclosed.  An abridged version of Attachment 2 is not being provided for the public record as the Attachment is meaningless when abridged.

a)
Please see Attachment 1.

b)
TELUS is of the view that spreading the net costs of its proposed SIP across the general body of subscribers (as proposed by TELUS in its May 31, 2002 Evidence, Section 4.2) is the most equitable means of recovering SIP costs.  The costs to provide service to eligible unserved communities and upgrade service to underserved parts of Alberta and British Columbia are significant.  If these costs were to be recovered solely from those receiving the benefit of TELUS’ SIP, it is highly likely that this would render the service unaffordable.  This would also conflict with the Commission’s objectives in Telephone Service to High-Cost Serving Areas, Telecom Decision CRTC 99-16, 19 October 1999, as well as the telecommunications policy objectives of the Telecommunications Act.  (See interrogatory response TELUS(CRTC)26Jun01-1602 for a more detailed discussion of these objectives.)

c) Please see Attachment 2.

d)
The benefits of TELUS SIP to ratepayers in fully-served areas within Alberta and British Columbia will be limited to those who communicate with individuals in currently unserved and underserved areas.  Ratepayers with family or friends in unserved areas will now be able to contact them through e-mail or by placing voice calls.  Businesses in fully-served communities adjacent to unserved areas may also benefit, as customers in unserved communities can now contact them over the phone.  

Under its SIP, TELUS proposes to upgrade all currently underserved subscribers to a level of service that meet the Basic Service Objective set out by the Commission in Telecom Decision CRTC 99-16.  

As noted in interrogatory response TELUS(CRTC)26Jun01-1602, TELUS’ proposed eligibility criteria for its SIP will result in some currently unserved communities remaining unserved at the end of TELUS’ proposed SIP program.  TELUS designed its SIP eligibility criteria for unserved communities based on two criteria:  community viability and cost.  Community viability is addressed through the criteria that eligible communities must have 10 permanent dwelling in order to qualify.  The rationale for this criterion is discussed in further detail in TELUS’ March 15, 2001, SIP submission (paragraph 25).  Developing a criterion to assess community viability is considered to be important in order to minimize the risk of stranded capital investment in high-cost areas.  Cost is TELUS’ other prime consideration.  TELUS’ current practice with respect to most unserved areas in Alberta and BC is either to charge full construction costs (in Alberta), or to provide up to $10,000 per dwelling in unserved communities (in British Columbia).  This is discussed in greater detail in TELUS’ March 15, 2001, SIP submission (paragraphs 8 to 12).  After examining a number of different financial thresholds, TELUS is of the view that contribution of $25,000 per permanent dwelling in eligible communities strikes a reasonable balance between addressing the Commission’s goals for high-cost areas as stated in Decision CRTC 99-16, while managing TELUS’ risk of having stranded capital or under-recovering on capital investment in high-cost areas.  

e)
TELUS is of the view that its shareholders should not pay for the net cost of the SIP.  Indeed, requiring shareholders to cover the costs of SIP would be contrary to the just and reasonable rate standard.  To the extent that rates are increased as proposed by TELUS in Table 5.1 of its evidence, some of the costs of the SIP will be recovered through rates in 2002.   







