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and Saskatchewan Telecommunications 

(The Companies)

______________________________________________________________________________

Q.
At paragraph 1‑15 of its submission, AT&T claims that its proposed approach will mimic the pricing benefits of structural separation of ILEC network and retail operation.  In paragraph 5‑11, AT&T claims that by reducing the rates of competitor services by 70%, it will achieve a pricing effect comparable to structural separation.

a) Define what AT&T means by the term "structural separation". 

b) Given that the markup on essential services is 25% on incremental cost, provide explanations with full justification as to why a structurally separate network company can be financially sound after a 70% reduction in rates.

c) Explain with rationale why AT&T expects a structurally separate network company would be able to charge below incremental cost?

d) In light of answers to a) and b), explain with rationale why AT&T considers its proposal is equivalent to the pricing AT&T will experience if a structurally separate network company exists.

e) If there were a structurally separated network provider, under what circumstances would it be possible for that company to provide its services at a 70% discount from rates that are set on the basis of Phase II costs plus a markup of 25%?  

A. It is important to note that a structural separate service provider would charge all carriers (ILECs and CLECs) the same rate for network services and facilities.  The pricing effect referred to in paragraph 5‑11 of AT&T Canada's evidence refers to this parity condition.  See also AT&TC(CRTC)31Aug01‑3204 PC, AT&TC(Cal)31Aug01‑5 PC and AT&TC(Dir)31Aug01‑24 PC.
