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Q.
Evidence of AT&T Canada, August 20, 2001, Section IV, and paragraph 6-10.


(a)
Indicate whether, under AT&T's proposal for a competitive market, rates to customers would reflect the LEC costs of inputs plus a normal return on equity. 


(b)
Over what time period would the conditions in (a) above be achieved? 


(c)
Explain how the conditions in (a) would be achieved, in light of the following statement by AT&T "Indeed, in this latter respect, under AT&T Canada's proposal the ILEC will enter the next price cap period with earnings well in excess of their opportunity cost of capital.

B. Under the proposal, AT&T Canada believes that market forces would increasingly serve to discipline ILEC pricing practices and, over time, prices would tend to gravitate towards LEC cost levels, including a competitive rate of return.  


How quickly this goal can be achieved, if at all, is difficult to predict.  However, the progress made over the next price cap period in terms of meeting this objective as well as other objectives for the price cap regime, could be evaluated as part of the next price cap review (i.e., in 4 years according to AT&T Canada's proposal).

The fact that the ILECs currently enjoy and can be expected to enter the next price cap period with earnings well in excess of their opportunity cost of capital is a reflection of the imbalance that has developed under the current regime.  AT&T Canada believes that with more effective measures in place to promote competition, this imbalance can be corrected over time.  AT&T Canada believes that its price cap proposal would significantly improve prospects for the development of sustainable competition in the provision of local exchange services, addressing one of the major failings of the current regime.
