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8.
Reference:
Telus Evidence, Section 1, Paragraph 20

“Regulated rates for competitor services that are too low can eliminate any reasonable opportunity for the ILECs to earn a fair return since retail prices are likely to be driven down artificially to levels that are below cost.”

Request:

(a) Indicate whether the circumstances referred to in the above quote have arisen to date.

(b) Indicate in which service band this has happened to date.

(c) Indicate whether Phase II Cost plus a regulatory-approved markup would preclude rates for competitor services that are too below cost.  Explain.

ANSWER

(a) - (c)
To date, this circumstance has not arisen.  However, with the changes to Phase II costs and the mark-up for unbundled loops established in Decision 2001-238, the regulated rates for this competitor service are priced below the ILECs’ costs, and retail prices will likely follow as competitors respond in the marketplace.  Similar changes to the Phase II costs and mark-up for other competitor services would also likely result in retail prices being artificially driven down.







