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1102 Interrogatory TELUS(CRTC)16Mar01-106 c), the company was asked whether Z-factor adjustments that do not meet the conditions established in the new price cap regime should be granted. The company’s response did not address this question.  Provide the company’s views as to whether exceptions should be granted, whereby the Commission would allow exogenous variables that may not meet the criteria established in the new regime.  If so, indicate in what types of circumstances exceptions should be made.
ANSWER

In its 31 May 2001 Evidence
, TELUS proposed that an “exogenous event” would be an event that has the following characteristics:

(i) legislative, judicial or administrative actions which are beyond the control of the telephone company;

(ii) addressed specifically to the telecommunications industry (i.e., not economy wide);  

(iii) having a material financial impact on the firm, and

(iv) otherwise recoverable in the absence of price regulation.

In TELUS’ view, only in rare circumstances should exceptions be granted, whereby the Commission would allow events that do not unequivocally satisfy the strict criteria for an exogenous adjustment, to be treated as exogenous.

Assuming that the Commission adopts the criteria noted above (which are, in any event, consistent with those established in Decision 97-9), certain departures should generally not be permitted.  First, the Commission should not approve exogenous adjustments that do not have a material impact on the firm.  This is likely an academic concern, as parties are not likely to seek an adjustment except when the event in question has a material financial impact.  Second, the Commission should not approve exogenous adjustments for developments not specifically addressed to the telecommunications industry.  In theory, any costs associated with an economy-wide phenomenon would be captured by the inflation factor in the pricing formula.  Accordingly, costs associated with such an event would generally be recoverable by the firm without an exogenous adjustment.

TELUS can conceive of at least three circumstances that in TELUS’ view should entitle a firm to an exogenous adjustment, which shall be read as in harmony with the criteria proposed by TELUS.

1) A significant natural disaster should, in certain circumstances, qualify for consideration as an exogenous event.  While it would not come within the terms of the standard definition, a firm should not be precluded from recovering extraordinary costs associated with such an event (as they would clearly not be reflected in other parts of the price regulation plan).

2) The imposition of fees for access to public rights-of-way
 should entitle a firm to an exogenous adjustment.  Such fees could in aggregate have a material impact on the firm and would also be directed at the telecommunications industry.  In most instances, the imposition of such fees would result from “legislative, judicial or administrative actions which are beyond the control of the telephone company”.  The imposition of access fees on a firm pursuant to an access agreement should not prevent a firm from seeking an exogenous adjustment.  

In the event that access fees were imposed on TELUS and such fees qualified for treatment as an exogenous event, TELUS would allocate and recover the relevant costs in the manner described in interrogatory response TELUS(CRTC)26Jun01-1101.

3) The imposition of building access fees should, in certain circumstances, qualify for consideration as an exogenous event.  Alternatively, the Commission could permit the recovery of the associated costs on a building specific basis by means of a line item on the customer’s bill.







� TELUS’ response to TELUS(CRTC)26Jun01-1100 explains that the company did not add a fourth criterion to its definition of exogenous events.  Rather, the wording in question was added for greater certainty about the criteria for an exogenous adjustment.


� “Access fees” should be distinguished from those types of costs which can legitimately be charged to a carrier under the terms of Decision 2001-23.  The imposition of access fees would entitle a carrier to an exogenous adjustment, but other costs associated with construction in rights-of-way would generally not.





