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Q.
Evidence of AT&T Canada, August 20, 2001, paragraph 5-47.


(a)
Confirm that the term of the price cap permits a regulatory lag that enables incentives to work over the approved period of the price cap. If not confirmed, please explain.


(b)
Indicate whether AT&T considers the price cap review process as a time to recalibrate prices relative to the underlying costs and market conditions.  Please explain.

A.
a)
AT&T Canada's agrees that the length of the price cap period is an important factor influencing the nature and extent of the incentives at work under price caps.


b)
In AT&T Canada's view, the price cap review process involves the recalibration of any or all parameters of the existing regime, as may be necessary, based on the performance of the regime in meeting the objectives initially set out for it.  As discussed in section III of AT&T Canada's evidence, the current regime has failed to meet its objectives.  In particular, it has failed to promote the development of competition in the local exchange market and it has failed to properly balance the interests of consumers and competitors relative to the ILECs.  Consequently, AT&T Canada believes that all aspects of the current regime should be open to review, including current price levels.

