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1. Reference:
Telus Evidence, Section 1.0

Request:

(a) Confirm that traditional regulation was based heavily on a pricing system that was rooted in average cost.  If not confirmed, please explain.

(b) Confirm that price cap regime under CRTC Decision 97-9 was a movement away from prices based on average costs.  If not confirmed, please explain.

(c) Confirm Telus’ proposal is a further movement away from average cost and allows for more price differentiation.  If not confirmed, please explain.

ANSWER

(a)
Traditional rate of return regulation determined the revenue requirement of a regulated firm on a total cost basis.  Prices, on the other hand, were calculated using a number of different approaches.

(b)
Decision 97-9 put in place a price cap regime for TELUS.  Under a price cap plan, the link between a particular firm’s costs and its prices is wholly severed.  A concept like “average costs” has no relevance in this context.

(c)
TELUS is entering its second price cap plan in 2002.  The TELUS proposal allows for more pricing flexibility than the Commission’s first price cap plan.







