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1402 Refer to TELUS’ evidence, section 2.2.3.1, in which the company proposed to raise rates for basic residence local exchange service in non high-cost bands by up to $3 per month per year.  Refer also to paragraph 13 of Price cap review and related issues, Public Notice CRTC 2001-37, 13 March 2001, which indicated that a revenue requirement assessment of the company’s Utility segment results would be warranted if a company proposed rate increases at the outset of the next regime other than those which would reduce the subsidy requirement in HCSAs.

a)
Explain why TELUS’ proposed rate increases would not be considered essentially equivalent to an annual re-initialization of rates during the next price regulation period, which should accordingly be dealt with in the context of a revenue requirement assessment.

b) Assuming the Commission were to determine that TELUS’ proposal should warrant a revenue requirement assessment, provide a revised proposal to the extent necessary to obviate the need for such an assessment under the intent of paragraph 13 of PN 2001-37.  Alternatively, file the usual evidence required in support of a revenue requirement assessment of Utility segment results, including justification for the appropriate return on equity (ROE) level to be used.

ANSWER

a)
TELUS carefully considered paragraph 13 of PN 2001-37 when it prepared its proposal.  Paragraph 13 says that there would not be a need for a revenue requirement unless the telephone company proposed rate increases “to be effective at the outset of the next price regulation regime”.  Nowhere in paragraph 13 does it state, expressly or impliedly, that there is to be a price freeze for rates over the entire price cap period unless a revenue requirement assessment is undertaken.  Indeed, in paragraph 14 of PN 2001-37, the Commission states that rate changes over the course of the price cap period would be acceptable, so long as the rate changes (i.e., increases or decreases) meet the pricing rules:

14.  Any rate changes to be effective after the outset of the    next price regulation regime will be subject to the appropriate pricing rules established, in this proceeding, for the new regime.

TELUS has proposed pricing rules that will govern “rate changes to be effective after the outset of the next price regulation regime”.  These rules are described in section 2.2.3.1 of TELUS’ Evidence.  The terms and conditions of these rules will be decided in the course of this proceeding. However, the mere fact that pricing rules provide for rate changes (including increases) after the outset of the next price regulation regime is not, in TELUS’ view, “essentially equivalent to an annual re-initialization of rates”.  Rather, these rate changes are in accordance with the pricing rules to be established in this proceeding.

b)
TELUS relies on the terms set out in PN 2001-37 and, specifically, that it is only rate changes that are effective at the outset of the next price regulation regime that would warrant a revenue requirement assessment.  It is difficult to speculate on how the Company would have developed its proposal if PN 2001-37 had, for example, stipulated that a revenue requirement assessment would be warranted if any price changes were proposed to be effective after the outset of the price regulation regime.  TELUS continues to believe that the focus of this proceeding is and should be on the nature of the pricing rules that will be applicable during the price regulation regime, with due weight given to the competitive environment, the Commission’s accommodative entry policies, and affordability considerations. 

TELUS would be unable to file a proposal to remedy a Commission finding that TELUS’ proposal warrants a revenue requirement assessment unless the Commission first provided full reasons for such a finding.







