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1100 In the response to interrogatory TELUS(CRTC)16Mar01-106, the company proposed adding a criterion to the set of criteria set out in the current price cap regime with respect to exogenous events.  Under this proposed criterion, exogenous events would include events otherwise recoverable in the absence of price regulation.  Provide detailed information, including examples, on how the company would apply this criterion.  Indicate the safeguards available to consumers and competitors under this criterion and comments as to whether the proposal would be asymmetrical.

ANSWER

TELUS’ response to interrogatory TELUS(CRTC)16Mar01-106 provided a four part description of an “exogenous event”.  TELUS’ description mirrors, in most respects, the existing definition of an exogenous event set out in Decision 97-9.

TELUS added a fourth sentence (“otherwise recoverable in the absence of price regulation”) to the description for the purposes of greater certainty.  The wording in question is not a criterion for an exogenous event per se.  Rather, it is simply descriptive of the purpose of exogenous adjustment: to allow the regulated firm to recover costs which it could otherwise recover but for price regulation.

The added wording should not be read as expanding or limiting the criteria articulated in Decision 97-9.  Under the TELUS proposal, the definition of an exogenous event is fundamentally consistent with the Decision 97-9 definition
.  However, the greater certainty in the fourth sentence is required to make it clear that, in situations where TELUS would be restricted from recovering the costs of an exogenous event by a pricing constraint imposed by the Commission, the rules for an exogenous adjustment would allow for the recovery of costs through a rate increase that would otherwise be disallowed.  (e.g. because of a rate freeze).

Under TELUS’ proposal, exogenous adjustments would operate symmetrically, thereby allowing for both downward and upward changes to rates subject to pricing restrictions.  







� Decision 97-9, paragraph 105.


� An exogenous adjustment also compels a firm to react to beneficial events by decreasing prices which would normally be decreased but for the presence of price regulation.


� The only divergence between the Decision 97-9 criteria and the TELUS criteria, as clarified above, is that TELUS does not use the term “utility segment” as its price regulation proposal contemplates different conceptual categories and labels.





