	TELUS Communications Inc.

October 4, 2001
	
	Response to Interrogatory 

PN 2001-37

	
	
	TELUS(CRTC)16Mar01-405

Page 4 of 4
REVISED



405
Using the same format as the reports filed semi-annually by the company pursuant to paragraph 233 of Decision 97-9:

a)
Provide, for each of the years 1997 to 2000, the company’s Phase III/SRB results.  Provide the underlying assumptions and explanations for any major year-over-year changes.

b)
Provide an estimate of the company's 2001 Phase III/SRB results. Provide the underlying assumptions and explanations for any major changes over the 2000 Phase III/SRB results detailed in part a) above.

c)
Provide details of any significant accounting changes, other than the accounting for employee future benefits detailed in the response to interrogatory _______(CRTC)16Mar01-404, that are reflected in the company’s 1998 to 2001 Phase III/SRB results provided in the responses to parts a) and b) above.

ANSWER

TELUS is filing parts of Attachment 9 of the response to this interrogatory in confidence with the Commission pursuant to section 39 of the Telecommunications Act.  The information contained in parts of Attachment 9 is not publicly available at this time even to shareholders.  Release of this sensitive financial information therefore could cause specific direct harm to TELUS, its security holders, and creditors.  TELUS submits that the potential harm that would result from disclosure of such financially sensitive information is sufficient to outweigh the public interest in its disclosure.  An abridged version of Attachment 

9 of the response to this interrogatory is being provided for the public record.  

a)
Please see Attachments 1 through 8 for the Phase III/SRB results for the former TELUS Communications Inc. (TCI) (Attachments 1-4) and the former TELUS Communications (B.C.) Inc. (TCBC) (Attachments 5-8) for each of the years 1997 to 2000 as previously filed with the Commission.  

Explanations of major year-over-year changes (i.e., those amounting to at least 10% and $10 million) in the 1997-2000 operating results of the Utility segment of TCI are as follows:

Former TCI 1998 over 1997:

· Entrant Carrier Access Tariff (CAT) revenues increased by $18.9M (34.5%) as a result of increased minute volumes following the introduction of flat-rate long distance calling plans, somewhat offset by a lower contribution rate.

· Depreciation and amortization expenses decreased by $34.2M (-11.8%) following the completion of the amortization of switching software.

· Income tax expense increased by $19.5M (36.7%) due to an increase in net income for tax purposes.

Former TCI 1999 over 1998:

· Operating revenue increased by $183.3M (27.3%) following the inclusion of TELUS Communications (Edmonton) Inc. (TCEI) revenue in TELUS Communications Inc. results.

· Revenues associated with Telco use of switching and aggregation services increased by $16.8M (48.3%) due to the annualized growth on minute volumes associated with the introduction of flat-rate long distance calling plans.

· Operating expenses increased by $114.8M (27.0%) following the inclusion of TCEI expenses in TELUS Communications Inc. results.

· Net Interest and Other Expense increased by $74.4M (158%) due to the inclusion of TCEI net interest and other expense items, the amortization of restructuring costs and TCEI shareholder entitlement.

· Shareholder entitlement decreased by $32.5M (-100%) due to the completion of TCI shareholder entitlement payment in 1998.

· Income tax expense decreased by $68.7M (-94.5%) as a result of the inclusion of the TCEI additional tax deductions.

Former TCI 2000 over 1999:

· Revenues associated with Telco use of switching and aggregation service decreased by $21.5M (-41.7%) due to the reduction in the tariffed direct connection charge.

· Depreciation expense increased by $31.9M (11.9%) as a result of a correction in the current year to the depreciation associated with the assets supporting data services. 
· Net Interest and Other Expense decreased by $19.7M (-16.2%) due to lower short term interest rates. 
Explanations of major year-over-year changes ((i.e., those amounting to at least 10% and $10 million) in the 1997-2000 operating results of the Utility segment of TCBC are as follows:

Former TCBC 1998 over 1997:

· Telco contribution revenues decreased by $16.9M (-11.1%) as a result of a decline in the contribution rate.

· Depreciation & amortization expenses increased by $46.2M (15.0%) as a result of compliance with Telecom Decision CRTC 98-2. 

· Other Income decreased by $10.5M (-71.9%) as a result of costs associated with the sale of accounts receivable.

· Interest on long-term debt decreased by $11.4M (-11.2%) due to bond redemptions which occurred in the latter part of 1997.

· Income taxes increased by $37.8M (29.4%) as a result of an $82.7M increase in net income for tax purposes.

Former TCBC 1999 over 1998:

· Revenues associated with Telco use of switching and aggregation service increased by $14.7M (32.7%) due to the annualized growth on minute volumes associated with the introduction of flat-rate long distance calling plans.

· Telco contribution revenues increased by $18.9M (14.0%) due to higher calling volumes associated with flat-rate plans.

· OTS adjustment increased in 1999 by $10.4M (106.4%) to bring it into alignment with prior years.

· Other income increased by $10.5M (256.2%) as a result of a gain on the sale of property.

· Other expense increased by $33.8M (456.8%) as a result of the amortization of restructuring costs.

· Income taxes increased by $22.1M (13.3%) as a result of a $58.5M increase in net income for tax purposes.

Former TCBC 2000 over 1999:

· Revenues associated with Telco use of switching and aggregation service decreased by $21.5M (-36.1%) as a result of a reduction in the tariffed rate for direct connection service.

· Other expense increased by $26.6M (64.6%) due to short-term refinancing on long-term debt.

· Interest on long-term debt decreased by $36.1M (-44.0%) due to short-term refinancing (see above).

b)
Please see Attachment 9 for an estimate of the 2001 Phase III/SRB results for TELUS.

The 2001 Phase III/SRB results are based on the following assumptions:

· The results reflect the amalgamation of the former TCBC and the former TCI.

· The results reflect only those business units that have Utility and Other segment operations.

· The results are based on RAAP.

· The results are based on 1999 ratios that have been adjusted for purposes of producing preliminary 2000 Q4 SRB results.

· The operating results are based on the Company’s current forecast for 2001.

· The results reflect the Commission’s determinations in Decision 2000-745 regarding contribution.

Explanations for major changes (i.e., those amounting to at least 10% and $10 million) over the year 2000 combined operating results of the Utility segments of the former TCI (Attachment 4) and the former TCBC (Attachment 8) are as follows: 

· Net interest and other expense decreases by $21.3M (-10.3%) as a result of lower financing requirements and an overstatement of the preliminary filed 2000 financing costs, somewhat offset by additional restructuring costs in 2001.

· Income tax expense increases by $70.8M (37.4%) as a result of lower additional tax deductions in 2001, the tax impact of the aforementioned changes, somewhat offset by a lower tax rate.

c)
None. 







