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2.
Reference:
Telus Evidence, Section 1, Paragraph 3

“At the time that the Split Rate Base was introduced, competition had begun in the inter-exchange market, but toll services were not yet considered sufficiently competitive to permit the Commission to forbear. In other words, the conditions prevailing in the Competitive segment were similar to the conditions that prevail in the Utility segment today.” (Emphasis added).

Request:

(a) Provide a list and describe all conditions referred to in the second sentence above.  For any references to published documents, please provide the precise page and paragraph number.

(b) Explain how each of the conditions noted in (a) above provide for a competitive environment.  Describe those conditions that do not provide for a competitive environment.

(c) Describe how each of the conditions noted in (a) above is similar the inter-exchange market conditions referred to in the first sentence and how they differ from the inter-exchange market conditions referred to in the second sentence.

ANSWER

(a) – (c)
The Commission introduced the split rate base mechanism in Review of Regulatory Framework, Telecom Decision CRTC 94-19 in September 1994.  At that time, several competitors had entered the market for toll services, but rates for toll services were still regulated by the Commission.  Toll competitors were able to interconnect with the incumbent telephone companies in order to exchange toll traffic and all of the components necessary for toll competition were available at tariffed rates.

Today, local competitors are in the same position as toll competitors were in 1994.  Several large competitive local exchange carriers (CLECs) have entered numerous local exchange markets across the country.  As well, incumbent local exchange carriers (ILECs) have begun operations as CLECs to offer local services outside their traditional operating territories.  All of the service components required by competitors for local interconnection and necessary for competitors to become established in the local exchange market are available from the ILECs at regulated rates.  

One of the key differences between toll competition in 1994 and local competition in 2001 is the activity of the ILECs as CLECs in regions outside their traditional operating territories.  This difference will accelerate the pace of local competition as these experienced companies fight for a share of the local market across the country.







