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302. Given that the Commission established "going-in" rates for the current price cap regime for Utility segment services was based on a target return on average common equity of 11%, provide the ILECs views on whether earnings sharing should be reconsidered in certain circumstances, e.g., if achieved Utility segment rates of return were to exceed the going-in target rate by 50%, 100%, or more.

ANSWER

TELUS’ view is that earnings sharing should not constitute a part of the price cap mechanism because (i) it weakens the superior incentive properties of price cap regulation; (ii) creates incentives for strategic behavior; and (iii) can prove anticompetitive.  







