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Refer to the response to interrogatory Bell(CRTC)27Apr01-615 a), in which Bell Canada calculated the monthly rate increases for PES for residences in the company’s HCSAs that would leave its subsidy requirement unimpacted by its SIP.  Bell Canada noted that such rate increases would be needed so as not to impose a burden on other companies due to its SIP.

a)
Indicate whether the total PWAC and corresponding amount per line-month identified as Incremental SIP Costs for 2002 program in Attachment 1, page 3 of the response to interrogatory TELUS(CRTC)27Apr01-700 would be the rate increases to residence PES which would be needed to leave TELUS’ subsidy requirement unimpacted by its proposed SIP.  If not, provide the applicable rate increases by high-cost band in each of Alberta and British Columbia, based on a present worth methodology with similar assumptions as those in the response to interrogatory Bell(CRTC)27Apr01-615 a).  Provide a reconciliation for any changes in PWAC SIP costs from those indicated in the response to interrogatory TELUS(CRTC)27Apr01-700.

b)
Provide TELUS’ view as to the appropriateness of implementing rate increases in TELUS’ HCSAs to the level indicated in the response to part a) above, in order to avoid imposing one company’s SIP burden on other companies which fund the national subsidy requirement.

ANSWER

TELUS is filing parts of this interrogatory response in confidence pursuant to section 39 of the Telecommunications Act.  Parts of this interrogatory response 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.  The release of this information would provide TELUS’ existing and potential competitors with sensitive cost information not otherwise available to them from which they could develop more effective business and marketing strategies.  The release of this information can reasonably be expected to prejudice TELUS’ competitive position thereby causing the Companies direct and specific harm.  TELUS therefore requests that the Commission neither publish nor reveal this confidential information to any other person.  An abridged version of this interrogatory response is being provided for the public record.

a)
There are three reasons why the unit costs for the 2002 SIP program outlined on page 3 of Attachment 1 to interrogatory response TELUS(CRTC)27Apr01-700 do not represent the rate increase that would be needed to leave TELUS’ subsidy requirement unchanged.  First, the costs supplied exclude cost increase factors and productivity offsets.  Second, the costs exclude a 15% mark-up for translating Phase II costs into revenue requirements.  Third, the costs exclude the small effects caused by the increased demand of adding lines for unserved territories.

The adjustments to include cost increase factors, productivity offsets, and the 15% mark-up require that the unit PWAC costs be multiplied by 1.15 and 0.995 respectively.  The 0.995 is based on the formula [1+(0.02-0.03)/2] described in part b) of interrogatory response TELUS(CRTC)27Apr01-700.  The third effect requires examination of the PES service costs that were excluded from the 2002 SIP program cost study, the $1000 one-time revenue charge for incremental PES lines, and the subsequent monthly revenues associated with the additional customers.  Using the methodology described in part a) of interrogatory response Bell(CRTC)27Apr01-615 results in the amount for band E in BC shown in the table below.  Note that the amounts in row 1a are only the incremental costs, rather than total costs, associated with the SIP regions.  This was described in part c) of interrogatory response TELUS(CRTC)27Apr01-700.  Consequently, the total SIP costs must be adjusted by the amount in row 1b, where the 0.985 factor therein is applied to account for the 1.5% revenue tax.

Revenue Requirement for 2002 SIP program – BC Band E

	1a
	PWAC (from TELUS(CRTC)27Apr01-700)
	$3,255 K

	1b
	Residential PES costs for SIP increment (commission mandated cost * Row 7) = (48.35 * Row 7)/0.985
	$73 K

	1
	PWAC of SIP costs =(1a+1b)*0.995
	$3,311 K

	2
	Amount to recover =(Row 1*1.15)-(5*Row 7)
	$3,800 K

	3
	Amount recovered from $1000 revenue charge
	#

	4.
	Amount recovered from SIP residential monthly rate
	#

	5.
	=(Row 3 + Row 4)
	#

	6.
	Amount to recover from monthly rate increase (Row 2 – Row 5)
	#

	7.
	PW of residential SIP demand (line-months)
	1 K

	8.
	PW residential PES demand (line-months)
	#

	9.
	=(Row 7 + Row 8)
	#

	10.
	Monthly rate increase =Row 6/Row 9
	#


Totals may not add due to rounding

For the other SIP regions, there are no incremental customers as the expenditures are related only to underserved areas.  This implies that rows 1b, 3, 4, 5, and 7 in the above table would be zero and that the rate increases needed can be reconciled with the monthly costs in Attachment 1, page 3 of interrogatory response TELUS(CRTC)27Apr01-700 by applying a multiplier of 1.14425 {1.15*0.995} would be:

Band E (AB)
$#/month 

Band F (BC)
$#/month 

Band G (BC)
$#/month 

Had the 1.14425 multiplier also been applied to determine the amount of the rate increase need for Band E in BC, the result would have been the same as the more complex calculation provided in the table above within the level of rounding.

b) As stated in section 5.0 and Table 5.1 of TELUS’ evidence, TELUS is proposing increases to rates in high-cost serving areas to take effect at the outset of the new price regulation plan.  The increases proposed are in excess of the amounts shown in part a) above that would needed to leave TELUS’ subsidy requirement unimpacted by the SIP.

#  Provided to the Commission in confidence.








