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33.
Reference:
Telus Evidence, Section 2.5, Paragraph 54

Request:

(a) Provide the value of the “X” factor that would be obtained if the average total factor productivity over the period 1997 to 2000 were used instead of the "Marginal Cost Approach" in paragraphs 62 to 74 of Telus' evidence.

(b) Provide an estimate of the increase in Telus' potential revenue that would result from using the Marginal Cost Approach instead of the approach (using total factor productivity) used by the Commission in Decision CRTC 97-7.

(c) Provide a detailed discussion of changes that have occurred between CRTC Decision 97-9 and June 2001 that necessitate a change in the methodology used by the CRTC to calculate the “X” factor.  For references to public documents, provide page and paragraph numbers.

(d) Please estimate the quantitative impact of each of these changes on Telus' profitability individually.

(e) Please sum the estimates of the quantitative impact of these changes on Telus' profitability and compare the total to the impact of the change from Total Factor Productivity to the "Marginal Cost Approach."

(f) Provide copies of the literature that Telus relied on in deciding to use the marginal (implied) cost approach.

ANSWER

(a) The average total factor productivity is not defined for residential primary exchange service; therefore a value of the X factor cannot be determined.

(b), (e)
TELUS is not providing the requested estimate of potential revenue resulting from using the marginal cost guidelines approach rather than the total factor productivity approach used by the Commission in Decision CRTC 97-9.  Please see TELUS(CACAlta)26Jun01-19.

(c) TELUS is proposing that the offset be applied to residence primary exchange service in high cost areas as set forth in TELUS’ evidence thus change constitutes a recalculation of X.

(d) It is not possible to estimate the impact of this change on TELUS profitability.

(f) TELUS relied on the evidence of Dr. Jeffrey I. Bernstein provided as Appendix B to TELUS’ evidence.  In addition, TELUS relied on the information discussed in Jeffrey I. Bernstein and David E.M. Sappington, “Setting the X Factor in Price-Cap Regulation Plans”, Journal of Regulatory Economics, 16, 1999, which is provided in Attachment 1.  TELUS also relied on Jeffrey I. Bernstein and David E.M. Sappington, “How to Determine the X in RPI-X Regulation: A User’s Guide”, Telecommunications Policy, 24, 2000, which is provided in Attachment 2.







