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The state of Rhode Island has integrated a Quality of Service variable, often referred to as a Q-factor, in its price cap formula.  The Rhode Island model is one that attributes points for below-standard performance, which are compared to a passing score established by the regulator.  The annually calculated Q-factor is then adjusted according to those accumulated points.

a) Comment on the desirability and feasibility of implementing a Q-factor, similar to the Rhode Island model, to link quality of service regulation with price cap regulation.  

b) Using the Rhode Island Q-factor model, propose a Q-factor, including comments on the following elements:

i) the services and baskets to which it would apply;

ii)
the indicators to be measured; 

iii)
the below-standard performance ranges for each indicator; 

iv)
the value or points that would be given for each below-standard performance ranges for each indicator; 

v)
the passing monthly score; 

vi)
the appropriate total period (annual or otherwise) for which monthly scores are totaled;

vii)
the frequency (annual or otherwise) with which the price cap formula is adjusted by the Q-factor; and 

viii)
any other factor in the calculation or operation of the Q-factor.

c)
Using the Q-factor proposed in part b) above, provide the calculations of the resulting Q-factor that would be determined for each of the years 1998, 1999, 2000 and 2001 (to date) and the impact on the company’s service prices.

ANSWER

a) Please see TELUS’ Evidence, Section 4.1. 

b) A Q Factor of the type proposed in the Rhode Island model is not relevant to the TELUS’ price regulation proposal because in TELUS’ proposal, only a subset of services (i.e., Residential rates and contribution in High Cost Serving Areas) are proposed to be in a price cap basket.  Quality of Service indicators cannot be disaggregated for only these services in high cost serving areas, and consequently, a Q Factor cannot be applied. 

c) TELUS is not able to apply the Rhode Island model as its quality of service results over the current price cap period are collected on an urban and rural basis and are not disaggregated by market segment so as to allow TELUS to apply the model. 







