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1. The Consumers’ Association of Canada (Alberta) or CAC Alta. welcomes the opportunity to participate in the proceedings leading to the 2nd generation of the price cap regime.  This proceeding will accomplish much.  Chief amongst the outcomes is the rates paid by residential customers of local telephone service commencing January 2002.

2. Who is CAC Alberta?
It has been acknowledged that there is a three part relationship or triangle of - Customer / ILEC / CLEC.  The Consumers' Association of Canada (Alberta) or CAC Alta. is an advocate for consumers, germane to this process we advocate on behalf of residential customers of local telephone service within Alberta. 

3. What will be accomplished by PN 2001 - 37?
Regulatory regime for the following (among other things):
a) customer rates for local telephone service,
b) compensation to the provider of local telephone service,
c) rules governing the opportunity to enter market and provide 3a in exchange for 3b.

4. Where?
This is important for more than just one part of the country it is national across Canada and it's 30 million plus citizens.  Clearly implicit from penetration rates of local telephone is confirmation that most individuals utilize local telephone service in some fashion.

5. When?
Commencing January 1, 2002 at expiration of price cap 1.  The duration or term of price caps 2 is extremely important.  CAC Alta. submits it is important because the significance of the decision flowing from this can make any CRTC processes following price caps 2 more challenging or less challenging.  Hard choices may result if the wrong decision or decisions are made in this process.

6. Why?
There is a requirement for a fair and balanced regulatory rate setting mechanism recognizing the realities of the industry and the replacement of rate of return regulation.  Local telephone service as an industry may be experiencing changes but clearly it is undergoing a regulatory transition.  We submit it would be preferable to have a solution if this regulatory transition doesn't get us to where we want to be.  What will we do if it doesn't work, is there a rescue plan?  This is one of the hard choices referred to above.  At the very least we have to be able to say to each of the three stakeholder classes, ILEC, CLEC and customer, you were treated fairly.

7. How?
In the submission of CAC Alta. this ties back to what and why.  What are we here to do and very importantly what are we here to make sure we don't do?  How do we achieve the balance of interests?
We submit that where local telephone service is 3, 4 or 5 years hence is decided by what we do today.
We must find the point within the triangle that achieves the proper and fair balance.  Not just for where we have been but for where we are going and how we will get there.

8. CAC Alta is concerned that we don’t have a real good picture of what is important to the average consumer of local telephone service.  We know that like anything else individuals pay a fee for, price is important.  Prices are easily tracked and compared.  Quality of service is likely the second key variable.  It is our submission that quality is important but is more subjective than price.  Maybe price and quality are all there is to it for most local service customers.  The parties who advocate on behalf of these many customers can and do put a more developed intervention forward, but perhaps it all comes back to price and quality.

9. CAC Alta is mindful of the changes in this industry since the last time the price caps were established by the CRTC.  We submit the most important change over the last four years to customers is that price has steadily increased.  A significant change has occurred in the area normally occupied by the ILEC's.  In particular as TELUS has stated it participates in this second generation of price caps both as an incumbent provider of local telephone services as well as an entrant in various markets.  The importance of this change to the position of companies such as TELUS, BELL and others, cannot be overstated.  It is the submission of the CAC Alta that this does much to change the balance of important issues before the regulator.  Further we point out that this while this is a change that has not caught the attention of the average customer it should be very much on the minds of the CRTC.  Few parties appear in dual roles before the regulator and even fewer do it with such candor.

10. The question that we seek an answer to is what real, tangible and understandable benefits can we show that have been provided to consumers of residential local service from or during price cap 1?  In a simple answer there are none.  None that are real or tangible or understandable enough to justify the price increases to customers, the returns to the ILECs and the hardship to some of the CLECs.  It appears that residential consumers taking local telephone service will have to be satisfied with the promise that they will be better off in a yet to be developed competitive market place.  A market place that remains the key goal of the price cap regime.  We appreciate that with changes from regulation to competition there is a transition period to get there, to competition.  It is during this transition period that we submit residential customers are exposed to local telephone rates that are higher than necessary and rates that have not successfully promoted competition within the residential sector of this industry.

11. In price cap 1 customers have not received any benefits beyond the productivity offset and stretch factor [or -4.5% factored into the price cap formula].  This is notwithstanding those benefits above the productivity and stretch factor amounts have been realized.  Benefits above the -4.5% have been captured by the ILEC's and passed on to their shareholders or retained by the phone companies.  Respectively these show up in the abnormally high ILEC returns accomplished during price cap 1 or are held and hidden in the incumbents ability to meet and beat the competition.

12. It is our submission that the true “poor cousin” of this three-party relationship is the customer.  We submit that of the three points of the triangle (Customer/CLEC/ILEC) the one that has been least advantaged and likely disadvantaged the most by the price cap regime is the customer.  This is so because residential customers are not discretionary users of local telephone service and is aggravated by the fact that they have no choice of identical alternative services.  Rates for residential local telephone service have gone up and customers have had to pay the increased price.

13. Further we submit that the residential customer has the most to lose in price cap 2.  The residential customer taking local service has seen little if any change in basic service beyond price increases. The residential customers taking local service have seen their rates for that service rise already over price cap 1 and now see applications by local service providers that seek further increases.  The tempering of the proposal is that competition may arrive to put downward pressure on these rates.  That promise has been used before and in 2001 it holds little if anything for residential customers in Alberta.

14. CAC Alta. views the proposals of the CLEC's and ILEC's as fundamentally unfair.  Consumers should not be expected to underwrite either competition for the CLECs or excessive profits to the ILECs [or any combination of the two].  Customers of local residential telephone service should share in the many benefits occurring in this industry which could be used to lower rates without the caveat that prices will have to go up first before the benefits and maybe lower rates can be delivered.  This has to be more than a distant promise or expectation.  Clearly price caps can no longer be at customers expense.

15. Is there a need for further enhancement of accommodative entry policies?  TELUS as an ILEC in this instance proposes that only efficiently competitive entrance will be supported by their proposal.  We are left to assume that TELUS as a "CLEC" agrees.  The position of CAC Alta. is that again whatever accommodative entry is or becomes it cannot be a justification for higher rates.

16. TELUS proposes that $35.00 ($34.42 as per the Telebec rates) will be a cap and should establish prices at a competitive or market level.  CAC Alta. sees this another way, as charging up to that amount tested at which the customer will continue to pay for local telephone services.  It is the submission of CAC Alta. that the TELUS proposal will only squeeze the maximum amount of dollars from the most captive customers, those taking residential local service from the incumbent telephone provider.  To adopt the TELUS proposal would in our submission create the proverbial “license to print money” for the ILEC telephone provider.

17. It is the submission of CAC Alta that rates simply can and should be frozen at or slightly below current levels.  Customers will clearly understand this.  The CLECS already appear to be attempting to compete at current rates.  The ILECS are financially sound and have captured efficiencies in price cap 1.  This proposal carries no harm.  While some may respond to this proposal and say there is no logic or justification for it we anticipate that and pre-reply with we are doing something here where there is a departure from the rules we know and the rate of return regulation steeped in justification and logic.  This unsupported statement is the other side of the coin of the uncertain claim being made: "wait for competition" to lower prices.  Neither "this proposal carries no harm " nor "competition may come and lower prices" can be proven with certainty in this industry.

18. So what if we fail to "get there" in price caps 2?  What if we don't get the supposed benefits of competition in the local residential telephone market?  We submit this is further reason to ease off the accelerator now and additionally to check the term of price cap 2.  We submit a slight reduction or rate freeze and implementing the proposals contained the evidence of ARC et al and the City of Calgary can best accomplish this.  This proposal allows that customers have a more valued role than underwriting the cost of this experiment.  That customers have a need for benefits, are deserving of them and that passing on some of those benefits to customers is evidence of the regulator recognizing the value of the customer within the industry.  

19. We submit that the CRTC must not follow the proposal of the ILEC's as to do so will only compound the problems that are evident retrospectively in price cap 1.  We submit that in fairness to all parts of the three parties of stakeholders, weighing all that is before it the CRTC must follow the route proposed by ARC et al and Calgary.  To do this will show that the residential customer is fairly considered and is being given a real value.

20. Thank you Mr. Chairman, members and staff.

ALL OF WHICH IS RESPECTFULLY SUBMITTED THIS 22ND DAY OF OCTOBER 2001.
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