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In paragraph 213 of Price Cap Regulation and Related Issues, Telecom Decision CRTC 97-9, 1 May 1997, the Commission stated that there is a continued need for sufficient information to allow the monitoring of the price cap parameters, to ensure that its objectives are being met and to review the price cap parameters at the time of the price cap review.  Provide the company’s views on how the Commission would assess the price cap parameters if the current reporting requirements were reduced in the new price cap regime, as proposed by TELUS.
ANSWER

TELUS notes that price cap regulation is (and should be) concerned only with regulating the level of prices of capped services and not with the level of earnings of the telephone company or any of its segments.  The Commission itself recognized this in Decision 97-9 when it stated:

231.  The Commission considers that the focus during price cap regulation should be on the level of prices and the development of competition in the local exchange market ...

As noted in the response to TELUS(CRTC)16Mar01‑403, the Commission in Decision 97-9 also recognized (para. 211) that with the different environment presented by price cap regulation, “the telephone companies’ regulatory burden should be minimized to the greatest extent possible in order to give them a reasonable opportunity to achieve the full benefits of price cap regulation.”  However, the Commission went on (para. 212) to cite its “statutory obligation to ensure that rates remain just and reasonable regardless of the form of regulation adopted” and concluded that it would be “prudent during the first cap period to reduce the need for regulatory reporting requirements in a gradual manner, rather than all at once.” 

Given the track record of the first price cap period, the Company submits that the various financial reporting and monitoring requirements retained by the Commission in Decision 97-9 can now be dispensed with, for the reasons stated in interrogatory responses TELUS(CRTC)16Mar01‑401, TELUS(CRTC)16Mar01‑ 403, and TELUS(CRTC)16Mar01‑1401.  Those requirements, which were retained by the Commission for prudence sake, reflect (in the words of Decision 97-9, para. 206) procedures, processes and reporting obligations traditionally relied on by the Commission in carrying out its mandate under rate base/rate-of-return regulation, which gave way to price cap regulation in 1998.
In the Company’s view, the only monitoring requirement needed in the next price cap period relates to the development of competition in the local market, a matter alluded to by the Commission itself in paragraph 231 of Decision 97-9 (quoted above).  As recounted in paragraph 244 of Decision 97-9, TELUS had proposed such an ongoing review of local competition as part of the framework for the first price cap period.  In any event, the Commission has in fact initiated a proceeding under PN 2001-75 to address the ongoing monitoring of the status of competition.  As stated in TELUS’ May 31, 2001 Evidence (Section 4.4), when such a process is finally in place, the data thus gathered would allow the Commission to determine whether, and to what extent, price regulation will be required on a going-forward basis.







