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1.0 GENERAL

 Certain cost and other information contained in this response is filed in confidence with 
the Commission pursuant to section 39 of the Telecommunications Act.  This information is 
highly disaggregated and the Companies consistently treat such information as confidential.  
Release of this information on the public record would provide existing or potential competitors 
with invaluable competitively-sensitive information that would not otherwise be available to 
them, and which would enable them to develop more effective business strategies.  Release of 
such information could prejudice the Companies' competitive position, result in material financial 
loss and cause specific direct harm to the Companies.  An abridged version of  this response is 
provided for the public record.

1.01 Purpose of the Study

 The purpose of this study is to support revisions to Bell Aliant Regional Communications, 
Limited Partnership's (Bell Aliant's) and Bell Canada's (collectively, the Companies') General 
Tariffs (GT), Item 5410 – Gateway Access Service (GAS) and Item 5440 – Gateway Access 
Service - Fibre to the Node (GAS-FTTN) pursuant to Telecom Regulatory Policy 
CRTC 2011703, Billing practices for wholesale residential high-speed access services dated 
15 November 2011 (TRP 2011-703) and the amended procedures set out by the Commission in 
its letter of 21 December 2011.

 Specifically, this study provides the cost support for the Companies' proposed rate for 
the Service Charge for Capacity Charges-Residence.

2.0 SERVICE DESCRIPTION

2.01 Service Characteristics

 In TRP 2011-703, the Commission approved a capacity-based billing (CBB) model 
effectively removing the usage costs from the GAS per end-user access rates and introducing a 
new  network capacity charge to be ordered by independent Internet Service Providers (ISPs) in 
100 Mbps increments.  The Companies' GAS tariffs have been restructured to reflect the 
components which ISPs must purchase:

– a monthly access rate for each of the ISP's retail customers;
– a monthly capacity charge offered in increments of 100 Mbps;
– a monthly interface charge (AHSSPI); and
– associated service charges, as applicable.

 In the CBB model, ISPs determine the amount of capacity they will need.  The ISPs may 
then request a change in capacity, either additions or reductions, as their needs change.

 At paragraph 191 of TRP 2011-703, the Commission recognized that the Companies 
incur additional service order costs related to the provisioning of services to ISPs and 
determined that under the approved capacity model, the service charge rate associated with the 
network capacity in 100 Mbps increments would be applied on a per-order basis, independent of 
the number of 100 Mbps capacity increments.  The Commission further directed the Companies 
to file for approval tariffs and supporting cost studies for the proposed service charge rate 
(referred to as the "Service Charge" rate hereafter).  This cost study supports the Companies' 
proposed rate for the service charge.
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 For GAS and GAS-FTTN customers that order 100 Mbps capacity increments on more 
than one aggregated high-speed service provider interface (AHSSPI), the service charge will 
apply for each AHSSPI on which additional capacity is requested.  As the Companies must 
perform specific tasks and activities for each AHSSPI included in the customer's order to 
implement the requested additional capacity, this approach is necessary in order to permit the 
Companies to appropriately recover the costs associated with implementing additional capacity 
on more than one AHSSPI.

2.02 Service Benefits

 The introduction of  the Service Charge is required to comply with TRP 2011-703 and will 
enable changes to the ISP's capacity.  This will allow  the ISP to manage their own capacity 
requirements and increase or decrease capacity in increments of 100 Mbps as required.  There 
are no limitations on the number of capacity changes an ISP can request; however, the service 
charge will apply to each request on a per AHSSPI basis.

2.03 Marketing Considerations

 The Service Charge will apply to GAS and GAS-FTTN customers who request changes 
to their capacity.

3.0 TARIFF CONSIDERATIONS

3.01 Tariff Components

 The following is the rate for the Service Charge for Capacity Charge-Residence per 
order:

Service Charge per Order per AHSSPI
Capacity, per 100 Mbps Increment $ 285.00

3.02 Rate Determination Principles

 The Service Charge for Capacity Charges-Residence is based on causal costs plus a
        # mark-up as per the Commission's determinations at paragraph 85 of TRP 2011-703.

3.03 Proposed Service Commencement Date 

 The Companies request the Commission's approval of  the proposed service charge for 
network capacity for an effective date of 1 February 2012.

# Filed in confidence with the CRTC.
4.0 PRICE FLOOR TEST

 The price floor test associated with the Service Charge for Capacity Charges-Residence 
has been met in accordance with the price floor test methodology as set out in the November 
1998 Commission letter which was subsequently amended by Issues related to imputation test 
methodology - Rebanding decision follow-up, Telecom Decision CRTC 2001-737, 29 November 
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2001, Review of price floor safeguards for retail tariffed services and related issues, Telecom 
Decision CRTC 2005-27, 29 April 2005, Review of price floor test and certain wholesale costing 
methodologies, Telecom Decision CRTC 2009-80 (Decision 2009-80), 19 February 2009, and 
other relevant decisions or orders.1

 Tables 1 and 2 in the Appendix of  this study report provide the results of  the price floor 
test for the Service Charge for Capacity Charges-Residence.  Table 1 provides the total present 
worth (PW) of revenues and costs over the study period and Table 2 provides the monthly 
revenues and costs per order.

5.0 DEMAND AND REVENUE INFORMATION

5.01 Forecast Assumptions and Methodology

 The demand forecast is comprised of the estimated number of  AHSSPIs on which 
additional capacity is requested.  The Companies based their forecast on the number of 
AHSSPIs currently in service and the estimated percentage that will require changes to their 
capacity each month over the forecast period.  The Companies currently have       # AHSSPIs in 
service and approximately         # are assumed to require a change in capacity each month.  

5.02 Estimates of Demand Quantities

 The estimated number of  AHSSPIs requiring a change in capacity is provided in Table 3 
in the Appendix of this study report.  These demand estimates were used to develop the 
revenues and the costs associated with the Service Charge for Capacity Charges-Residence 
over the study period.

6.0 PHASE II COSTS

 The Phase II costs are determined in accordance with the Phase II costing principles set 
out in Inquiry into Telecommunications Carriers' Costing and Accounting Procedures – Phase II: 
Information Requirements for New Service Tariffs Filings, Telecom Decision CRTC 79-16, 
28 August 1979, excluding crosseffects as per Decision 94-19, and Regulatory Economic

# Filed in confidence with the CRTC.
Studies Manuals – Follow-up proceeding to Telecom Decision 2008-14, Telecom 
Order 2008237, 25 August 2008 (Order 2008-237), and as amended by subsequent 
Commission decisions.2
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1  Other decisions or orders pertaining to the imputation test (now called the price floor test) methodology  include 
Telecom Decision CRTC 94-13, Review of regulatory framework – Targeted pricing, anti-competitive pricing and 
imputation test for telephone company toll filings, 13 July  1994; Telecom Decision CRTC 94-19, Review of 
regulatory framework, 16 September 1994 (Decision 94-19); the Commission's letter dated 15 December 1994 
re:  Stentor Resource Centre Inc. Proposal on the information requirements for service filings (post Telecom 
Decision CRTC 94-19) - subsequently  approved on an interim basis on 16 January  1995;  Telecom Decision 
CRTC 978, Local competition, 1 May  1997; Telecom Decision CRTC 98-4, Joint marketing and bundling, 
24 March 1998; and Telecom Order CRTC 2001-616, Introduction of dedicated access services, 2 August 2001.

2  Telecom Letter Decision CRTC 93-1, Bell Canada – Costing of Interoffice Fibre Cable, 27 January  1993 
(regarding the costing of  interoffice fibre cable based on fibre cost factors); Telecom Decision CRTC 98-22, Final 
Rates for Unbundled Local Network Components, 30 September 1998 (regarding the end-of-study  terminal value 
calculation);  and Decision CRTC 2001-238, Restructured bands, revised loop rates and related issues, 
27 April 2001 (regarding the costing of percent revenue charge costs).



6.01 Study Assumptions

 All results are in 2012 dollars.

 Phase II costs have been adjusted to reflect cost increases and productivity changes 
within the study period.

 The capital causal to service costs are classified as non-fungible and will be recovered 
over the study period.

 As directed at paragraph 93 or TRP 2011-703, the study period has been set at 10 
years.

6.02 Study Period

 The study period is from 1 January 2012 to 31 December 2021.

6.03 Financial Parameters and Tax Rates

 The financial parameters and tax rates used in the study are provided in Table 4 in the 
Appendix of this study report.

6.04 Cost Inclusions

 Detailed descriptions of the cost inclusions in each category are provided in the sections 
below.

6.04.1 Expenses Causal to the Service

 Expenses causal to the service include non-demand variable one-time and ongoing costs 
associated with advertising and promotion, billing and other operational activities.  Cost 
inclusions by expense category are provided below:

- Advertising and Promotion

There are no advertising and promotion costs.

- Billing

There are no billing related expenses causal to the service.

- Other

This expense category includes costs associated with project management, product 
management, and operational activities to implement the configuration changes and the 
processes required to implement CBB to allow  for ordering, provisioning and billing a 
given capacity for each ISP.

6.04.2 Capital Causal to the Service

 Capital causal to the service includes non-demand variable costs associated with software 
development required to implement the Service Charge for Capacity Charges-Residence.  
Cost inclusions by capital cost category are provided below:
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- Hardware

There are no hardware costs.

- Software

This capital expenditure category includes the software development costs associated with 
modifying the portal accessed by the ISPs to allow  the ISPs to request capacity 
changes.  The portal will provide the ISPs with the self-serve capability to place requests 
for changes to capacity levels for IP AHSSPI and review  their inventory of  AHSSPIs 
including which ones are identified as GAS Residential and the associated domains.  
The portal development work will also enable conveying the capacity change requests to 
other groups, such as the provisioning group, to implement the requested change. 

6.04.3 Capital Causal to Demand

 There are no Capital Causal to Demand costs.

6.04.4 Expenses Causal to Demand

 Expenses causal to demand include one-time and ongoing costs associated with 
maintenance, service provisioning, advertising, sales management and billing, and other 
operational activities, including those associated with the incorporation of  3rd party services into 
the service.

 Cost inclusions by expense cost category are as follows:

- Maintenance

There are no maintenance costs.

- Service Provisioning

Service Provisioning consists of costs associated with order fulfillment and administration 
activities.  Service provisioning expenses were developed based on explicit time 
estimates and the appropriate labour unit costs.

- Advertising & Sales Management

There are no Advertising and Sales Management expenses.

- Billing 

There are no ongoing billing costs.

- Other

This expense category includes costs associated with bad debt.

6.04.5 Phase II Cost Summary

 The Detailed Summary of  Phase II Costs for Service Charge for Capacity Charges-
Residence for Costs Causal to Service and Costs Causal to Demand are provided in Tables 5a 
and 5b in the Appendix of this study report.  These tables report the Phase II costs excluding 3rd 
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party acquisition costs and excluding costs associated with the underlying Competitor Services 
classified as Essential, Conditional Essential, Interconnection or Public Good services.

7.0 3RD PARTY ACQUISITION COSTS AND IMPUTED COSTS BASED ON TARIFF 
RATES

 There are no 3rd party service costs or Competitor Service components imputed at tariff 
rates. 

*** End of Document ***
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