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Introduction 

1. In this application, Rogers Communications Partnership (“Rogers”) seeks orders 

pursuant to section 62 of the Telecommunications Act to review and vary certain 

determinations made by the Commission in Telecom Regulatory Policy CRTC 

2011-703, Billing practices for wholesale residential high-speed access services 

(“TRP-703”). 

2. In TRP-703, the Commission decided on a new methodology for establishing a 

usage-based rate component for Third Party Internet Access (“TPIA”) services.  

This new methodology separates costs into two categories; fixed access, and 

variable usage based on the cost of providing access to a carrier’s internet 

access facilities measured in 100 Mbps increments during peak periods of 

network use.   

3. In the same Decision, the Commission applied the new model to the Cable 

Carriers’ costs, which had been filed in December of 2010 in support of new 

rates for TPIA service provided through an aggregated Point of Interconnection 

(POI).  In so doing, the Commission adjusted certain of the cost estimates and 

assumptions used by Rogers in its Cost Studies and ultimately applied the new 

methodology to these adjusted costs to determine new TPIA rates, which the 

Commission also approved on a final basis in the same Decision.  This was done 

without giving Rogers an opportunity to comment on either the cost adjustments. 

4.  In this application, Rogers is not questioning the Commission’s primary 

determination to use a capacity-based model to establish TPIA rates, or the 

model itself.  Rather Rogers objects to certain of the adjustments to Rogers’ 

costs, specifically regarding, distribution plant segmentation, Cable Modem 

Terminating Systems (CMTS), trouble reporting and repairs, access plant 

productivity and the inconsistent application of a later study date. These errors by 

the Commission all reduce Rogers’ rates for TPIA services and deny Rogers 

recovery of its full incremental costs of providing TPIA services.  Rogers notes in 
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this regard that it was given no opportunity to comment on the proposed cost 

adjustments.  This gives rise to the need to seek review and variance of these 

determinations after the issuance of the Decision. 

5. The variations to TRP-703 that Rogers is seeking are simple to make, will not 

require new cost studies to be filed, and will still leave Rogers with rates that are 

considerably below those of its competitors and peers: Bell, Videotron and 

Cogeco. The calculations of the revised rates arising from the relief requested 

are provided in Appendix 1. 

Grounds for Review and Variance 

6. The Commission’s tests for reviewing and varying a decision pursuant to section 

62 of the Telecommunications Act are well-established.  The applicant must 

demonstrate that there is substantial doubt as to the correctness of the original 

decision, for example due to: 

(i)         an error in law or in fact; 

(ii)        a fundamental change in circumstances or facts since the decision; 

(iii)       a failure to consider a basic principle which had been raised in the original  
proceeding; or 

 (iv)   a new principle which has arisen as a result of the decision. 

7. As discussed in the body of this application, the Commission has made a number 

of errors of fact and law in TRP-703, which demonstrates substantial doubt as to 

the correctness of the original decision.  All of these errors affect Rogers’ tariffed 

rates for TPIA service and deny Rogers the ability to fully recover its costs of 

providing TPIA services in contravention of sections 27 and 47 of the 

Telecommunications Act.  The Commission has also reversed its previous policy 

of accepting economic life estimates of assets that are equal to their accounting 

life without justifying this change to the policy.  The decision also violates 

subsection 1(b)(ii) of the Policy Direction which requires that economic regulatory 
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measures neither deter economically efficient competitive entry nor promote 

economically inefficient entry, as well as subsection 1(b)(iv), which requires 

network access arrangements to be technologically and competitively neutral and 

not to artificially favour either Canadian carriers or resellers.1  TRP-703 also 

discriminates against Cable Carriers vis à vis their ILEC competitors by applying 

a higher level of future access productivity for Cable Carriers while also denying 

them comparable markups on higher-speed fibre-based internet service costs.  In 

this respect the decision violates subsection 1(b)(iii) of the Policy Direction which 

requires regulatory measures to be implemented in a symmetrical and 

competitively-neutral manner. 

Relief Requested 

8. Rogers requests the Commission to vary TRP-703 as follows: 

Variances Specific to Rogers 

• Approve Rogers’ use of a capital augmentation trigger of 60%, consistent with 

Rogers’ practice of segmenting nodes and adding CMTS ports when volume 

reaches 60% of capacity during peak periods measured at the 95th percentile. 

• Approve Rogers’ use of a four year life cycle for CMTS cards, consistent with 

Rogers’ practice and the Commission’s previous decision on this issue when a 

four year life cycle was approved. 

Variances Applicable to All Cable Carriers 

• Permit Rogers and the other companies to recover 100% of the expense that 

they incur to process and resolve trouble tickets related to TPIA service. 

• Reduce the annual productivity assumed for Cable Carrier access capital costs 

of -10% to the -5% level assumed for the ILECs. 

                                                 
1 Direction to the CRTC on Implementing the Canadian Telecommunications Policy Objectives. 
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• Eliminate the singular variable change made by the Commission as a result of 

moving the start-date of the costing study forward by 9 months (i.e., the capital 

cost reduction of 7.5%) and maintain the internal consistency of the costing 

models.  Alternatively, adjust the rates that are effective on February 1, 2012 to 

reflect increased costs associated with increased traffic volumes and inflation for 

the nine month period that the Commission reduced unit capital costs by 7.5% – 

again to maintain the internal consistency of the model. 

A. Variances Specific to Rogers 

Capacity Augmentation 

9. Capacity augmentation refers to the process of expanding Rogers’ network 

capacity to keep pace with demand and to retain the level of service (measured 

in terms of traffic speed -megabits per second or Mbps) at peak periods that 

Rogers offers its customers under its various Internet service offerings, including 

its TPIA services.  Since cable networks involve the shared use of facilities, 

Rogers augments its network by segmenting the nodes which serve groups of 

customers and by adding associated CMTS ports. 

10. For the last several years Rogers has augmented its network when it reaches 

60%2 of theoretical capacity using a 95th percentile calculation (this is a 

mathematical equation which represents a utilisation rate that is close to but 

below the peak traffic load).  It does so on a node by node basis.  It should be 

noted that in the Rogers environment the equipment cannot operate at 100% 

capacity due to overhead and inefficiencies of the protocols. The utilisation level 

which triggers an augment is the primary determining factor in the speed and 

                                                 
2 Rogers continues to introduce higher speeds into the marketplace and these higher speeds result in 
traffic that is in fact burstier and less predictable. To be able to consistently deliver these higher speeds, 
Rogers Engineering has recently changed its augmentation trigger standard to 55% utilization in 
recognition of these market factors and the removal of its technical Internet Traffic Management 
Practices.  For purposes of the timely treatment of this Review and Vary Application, Rogers’ proposed 
revised rates from the relief requested are based on the 60% augmentation trigger that it has used for the 
past several years and which is reflected in its filed Cost Studies.  
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consistency of speed delivered to a customer. It would not be appropriate to 

compare the number used by Rogers to that used by other operators since the 

technology, overhead, measurement methodology, and service targets are not 

comparable. 

11. In TRP-703, the Commission rejected Rogers' use of a 60% capacity trigger and 

imposed a 75% capacity trigger on Rogers.  In doing so, it stated that: 

Proposed node segmentation and CMTS capital costs are estimated 
based on working fill factors that are lower than those used in Telecom 
Decision 2006-77 cost determinations 

No evidence to justify inconsistency with the cost determinations in 
Telecom Decision 2006-773 

12. The Commission erred in stating that there was no evidence on the record to 

justify a departure from the capacity trigger used in Telecom Decision 2006-77.  

There was in fact considerable evidence filed by Rogers in support of the 60% 

capacity trigger. See, for example, responses to interrogatories 

Rogers(CRTC)15Sep10-107,Rogers(CRTC)4Feb11-103,  

Rogers(CNOC)11Feb11-3 and Rogers(CRTC)5Apr11-1003, which explain in 

considerable detail why Rogers augments its network capacity using a 60% 

trigger. 

13. As explained in detail in the interrogatory responses, Rogers uses traffic volumes 

to calculate the number of traffic-sensitive capital units such as the number of 

segments and CMTS ports. Rogers currently turns up another downstream or 

upstream channel based on the utilisation rate of a CMTS port. Rogers uses a 4- 

week rolling average of the 95th percentile utilization of a port.  Every port is 

monitored.  If the average utilization reaches 60% on a downstream or upstream 

port this is the trigger for additional segmentation.  This trigger ensures that the 

network consistently delivers high service speeds to our customers, given the 

                                                                                                                                                             
 
3 TRP-703, Appendix 3, Table 2 

http://www.crtc.gc.ca/eng/archive/2006/dt2006-77.htm
http://www.crtc.gc.ca/eng/archive/2006/dt2006-77.htm
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continuous and unpredictable growth in traffic (on both a per-customer and total 

number-of-customers basis), that the network devices cannot possibly operate at 

100%, and given that the 95th percentile calculation used does not, by definition, 

include the busiest 36 hours of the four-week period.  

14. With respect to peak period usage, the relationship between traffic speed and 

volume is derived from the sampling of speeds by connecting testing devices on 

various downstream/upstream channels throughout the network.  Rogers has 

learned from this sampling that it must begin to add capacity before the 95th 

percentile utilization on the downstream/upstream channel exceeds 60% of its 

capacity. In other words, if Rogers does not begin network segmentation when 

the number of bytes going across the downstream or upstream channel exceeds 

60% of the available capacity for more than 72 minutes per day, Rogers has 

learned that individual customer experience will be less than the performance 

targets that Rogers sets and markets for its products.  Therefore, Rogers adds 

another downstream/upstream channel through segmentation.  

15.  In order to understand the implications of this part of the Decision for Rogers, it 

is necessary to understand why Rogers’ traffic engineers augment the network 

when it reaches 60% of capacity.  Rogers has engineered its network to have the 

highest speeds in the Canadian market, relative to advertised speeds, at peak 

periods.  This means that fewer Rogers customers experience lower speeds at 

peak periods.  Rogers’ network provides more throughput for the Internet service 

purchased by its customers than any other carrier.  This produces a higher 

quality service for its customers and enables Rogers to offer a service that does 

not impose Internet Traffic Management Practices (ITMPs) on its downstream 

traffic.  This makes Rogers a more attractive service for consumers and 

produces a much peakier network than Rogers’ competitors and peers in terms 

of throughput at peak periods because Rogers has more capacity available at 

peak.  TPIA customers benefit from this network provisioning in the same way as 

Rogers’ own retail customers do. 
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16. The fact that Rogers’ network provisioning policies result in a better service for 

consumers is validated by the report of Lemay-Yates Associates Inc.  

Comparative Assessment of Broadband Performance and Cost for Consumers in 

G& and OECD Countries, December 2011 attached to this application as 

Appendix 2.  According to this report: 

…subscribers to Rogers' broadband service receive more speed for each 
dollar spent than the Canadian average, actually 25 percent more.  
Rogers’ broadband subscribers also on average benefit from 35% more 
downstream speed than the Canadian average broadband user (at 15.6 
Mbps measured average on a daily basis compared to 11.5 Mbps for the 
Canadian average.4 

17. Rogers does not wait for the network to become congested before augmenting 

its network – it acts in advance of congestion to ensure service quality.  As soon 

as 60% of capacity is achieved, Rogers will begin to add capacity by segmenting 

nodes and adding CMTS ports.  This is extremely important for shared networks 

such as cable networks to maintain network speeds.  The reason why Rogers 

does not augment at 75% capacity is because the volume of traffic presented to 

Rogers’ network is "bursty".  As a result, there are many periods of time when 

traffic levels are far higher than the 95th percentile calculation, not only the 

periods intrinsically omitted by the calculation, but also because of shorter term 

bursts of traffic within a sampling interval.  A five- minute sample which averages 

75% will contain periods where the traffic is far higher and far lower than 75%. 

This would mean there will be periods where service is impacted due to excess 

load.  

18. There are also other affects that flow from use of a 60% trigger.  First, by having 

a faster network, customers use it more which gives Rogers higher volumes per 

user than other ISPs. This is discussed further in the next section. 

19. Second, use of a 60% trigger results in Rogers achieving a higher peak 

throughput and therefore having a higher peak conversion factor (kbps per 



8 
 
 
 

ABRIDGED (# filed in confidence with the CRTC) 
 

Gigabyte of Volume at the 95th percentile) which under the Commission’s 

methodology for setting the capacity rates, produces a lower usage rate for 

Rogers TPIA service.  This can be seen by looking at the rates for Cogeco and 

Videotron.  In most instances, they have reasonably similar access rates to 

Rogers but Cogeco’s usage rate is 115% higher and Videotron’s is 51% higher. 

The only reason for this is that they have a lower peak conversion factor. 

20. The problem for Rogers is that in the Decision, the Commission has used the 

higher conversion rate which is based on a capacity trigger of 60%, but denied 

Rogers the ability to recover the costs of using that 60% trigger. The Commission 

cannot have it both ways – either the conversion factor must be recalculated 

using a 75% capacity trigger – or Rogers must be permitted to recover the costs 

associated with the 60% trigger that produces these beneficial results. 

21. Unless Rogers were to degrade customer service by changing the way it 

provisions its network to comply with the 75% trigger, it will have to forego 

recovery of the cost of using a 60% trigger – thereby giving TPIA users a free 

ride.  Since degrading customer service is not a tenable option, Rogers will not 

recover its costs and this is not consistent with accepted rate setting principles. 

Rogers must be permitted to recover its costs associated with the 60% capacity 

trigger that it uses.  This is the case for a number of reasons.   

22. First, it makes no sense to “dumb down” Rogers’ network.  Rogers engineers its 

network in the way it does in order to improve service in a competitive market.  

To suggest that because a 75% trigger was used several years ago, Rogers 

should continue to use it going forward, would result in a poorer quality network 

for Rogers’ customers, including TPIA customers, and a more uniform (albeit 

inferior) level of throughput across all networks.  This would be antithetical to the 

national policy objective of improving Internet speeds and would effectively 

negate Rogers’ competitive advantage. 

                                                                                                                                                             
4 At page 3. 
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23. This unintended result of the Commission’s Decision is also at odds with the 

Policy Direction, which requires the Commission to regulate, when necessary, in 

a competitively and technologically neutral manner, and in a way that interferes 

as little as possible with competitive market forces.  This does not mean 

penalizing carriers that spend more on their networks in order to provide a better 

quality service to users, and it does not mean lowering the quality of one carriers’ 

network down to the level of its competitors.  But that is in effect the choice that 

the Decision presents Rogers – either forego cost recovery or change its 

provisioning standards to align with the Commission’s imposed trigger. 

24. Second, Rogers’ practice of augmenting its network at 60% capacity is not just a 

projection that has been included in a cost study.  It is the company’s policy and 

it is implemented on a daily basis.  The Commission’s rate-setting powers ought 

not to dictate that the quality of a carrier’s network be diminished - especially 

when that quality is higher than that of its competitors.  It is the Commission's 

regulatory policy that compels Rogers to provide TPIA service to competing ISPs 

and to offer the same Internet speeds and quality of service to TPIA end-users as 

it provides to its own customers.  If Rogers offers a higher quality of service than 

its competitors in terms of throughput at peak periods, it should have the 

opportunity to recover those costs from its customers, including TPIA customers. 

Rogers should not be required to choose between giving TPIA customers a free 

ride for this network quality or lowering the quality of its network for all retail and 

wholesale customers.  

25. Third, the CRTC costing model is inconsistent. It uses Rogers’ actual conversion 

factor which is uniquely high because of Rogers’ more “peaky” network (caused 

by earlier segmentation proving more peak period capacity).  It uses Rogers’ 

actual volumes (discussed more in the next section) which are higher because of 

the earlier augmentation and more rapid equipment replacement engaged in by 

Rogers.  But the CRTC model denies Rogers the costs associated with the 

earlier augmentation and more rapid equipment replacement.  The CRTC costing 
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model should not penalize Rogers’ unusually high volumes and unusually high 

conversion factor by denying Rogers the costs which created these higher 

volumes and higher conversion factor. 

CMTS Equipment Life  

26. In TRP-703, the Commission erred in adjusting the CMTS costs to reflect a life 

cycle of 5 years, rather than the 4 year cycle used in Rogers' Cost Study.   

27. Rogers' network provisioning practice is to replace CMTS every four years.  This 

is not a cost projection - it is the network provisioning used by Rogers based on 

its experience as a provider of high-speed Internet services. 

28. As discussed above, Rogers provisions its network to achieve higher speeds 

than other carriers during peak periods.  One of the ways that Rogers achieves 

this result is by replacing CMTS every four years.  It is Rogers' experience that 

the incremental advances in technology that are incorporated into CMTS in the 

manufacturing process make it cost effective to replace them every four years in 

order to handle increased traffic volume and to improve network productivity.  

This is one of the factors that contributes to Rogers’ ability to deliver faster speed 

Internet services than its competitors during peak periods and carry more traffic 

overall. 

29. The Commission's rationale for adjusting Rogers’ CMTS life from 4 to 5 years 

was as follows: 

The proposed life estimate for CMTS capital is lower than for the other 
Cable Carriers, without evidence on the record demonstrating why this 
would be so.5 

30. In fact, Rogers had a very good reason for using a four year life cycle in its Cost 

Studies.  That was the life cycle used by Rogers in its previous cost studies and 

the Commission had explicitly approved it in prior decisions.   

                                                 
5 TRP CRTC 2011-703, Table 2, RCP. 
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31. Moreover, Rogers did not seek to justify it use of a shorter life cycle than other 

Cable Carriers because the Commission did not ask Rogers to explain the 

difference.  Rogers itself did not feel it necessary to explain since its use of a four 

year life was entirely consistent with the Commission’s last ruling on the issue. 

32. In the 2006 proceeding, in Response to Interrogatory Rogers(CRTC)9June06-6 

(Follow-up to Telecom Decision CRTC 2004-28), Rogers indicated to the 

Commission that: “The economic life estimates used in Rogers’ cost studies are 

the same as the accounting life estimates used in Rogers’ Annual Financial 

Statements.”  Rogers went on to identify the life estimates of “CMTS Cards and 

Chassis” as 4 years.   

33. In Telecom Decision CRTC 2006-77, at paragraph 47, the Commission expressly 

approved Rogers’ approach on this issue, as well as the life estimates proposed 

by Rogers: 

 

The Commission considers it appropriate, in general, to use the economic 
life estimate of an asset equal to that asset's accounting life and 
concludes that the life estimates proposed by Cogeco and RCI are 
appropriate.  
 

This view expressed in Telecom Decision 2006-77 is entirely consistent with the 

Commission’s acceptance of financial accounting lives as appropriate asset life 

estimates for purposes of Phase II costing studies for ILECs. 6 
 

34. In this 2011 proceeding, the Commission only asked Rogers to comment on the 

appropriateness of assuming that the economic life estimate of these devices 

[{CMTS] is seven years with supporting rationale in Rogers(CRTC)4Feb11-115. 

Rogers’ response was: 

                                                 
6 See: Telecom Decision CRTC 2008-14, Review of certain Phase II costing issues, para116: “The 
Commission considers that financial accounting lives are developed for audited financial reporting 
purposes and thus may be relied on to produce appropriate asset life estimates.  The Commission 
therefore considers that it is generally appropriate for the ILECs to rely on their current estimates of 
accounting asset lives as appropriate asset lives for use in regulatory economic studies.” 
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Rogers’ Economic Evaluations uses Rogers accounting lives.  These lives 
are assessed on an annual basis by both Rogers and its external auditor.  
There is no justification for assuming that the economic life estimate of 
these devices is seven years. 

35. Given that the Commission did not call on Rogers to justify the 4-year life 

estimate for CMTS in the process leading to TRP-703, Rogers had no reason to 

suppose that the Commission would want an explanation as to why the 4 years 

life previously approved was being used and in any event the answer was 

provided in response to Rogers(CRTC)4Feb11-115.  Its use was fully consistent 

with Commission determinations and policy. 

36. The Commission’s decision to reverse its previous decision that it is appropriate 

to use the economic life estimate of an asset equal to that asset’s accounting life, 

constitutes a new policy arising out of TRP-703, that was not explained or 

justified. In effect, this would be a new policy that was not addressed in the 

record of the proceeding. 

37. Rogers' ability to achieve a higher throughput of traffic at peak periods is directly 

linked to its use of a 60% trigger for network segmentation and a four year life for 

CMTS equipment.  If these variables are adjusted in the manner decided on by 

the Commission, they will have a direct impact on network performance – 

lowering throughput at peak periods and slowing down network speeds.    In 

Rogers' experience, advances in CMTS equipment are taking place at a rapid 

rate, making it cost-effective to upgrade them every four years.  Moreover, the 

higher volumes that Rogers handles at peak require the greater capacity enabled 

by leading edge-CMTS equipment.   

38. By substituting its knowledge of network engineering for the collective experience 

of Rogers' network engineers, the Commission has put Rogers in a very difficult 

position.  It has assumed that Rogers will be able to provide its higher throughput 

capacity at peak periods - but it has denied Rogers the ability to recover the 

capital expenditures that produce a higher speed network capable of carrying 
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larger volumes of traffic at peak periods and higher volumes overall than its 

competitors.  Either the life cycle of the equipment must be reduced from the 

adjusted 5 years back to the previously approved 4 years - or the peak period 

conversion factor decreased.  It is not appropriate to expect Rogers to provision 

the capacity and superior functionality without providing Rogers with the 

opportunity to recover the costs of equipment replacement every four years that 

is necessary to achieve such network quality. The fact that Rogers follows this 

network provisioning practice for its own retail customers, as well as TPIA end-

users, provides all users with the benefits of a higher speed network.  

39.  As in the case of the capacity trigger used for network segmentation, the 

Commission's decision places Rogers in the untenable position of either having 

to reduce its network efficiency by using a five year CMTS life cycle - or forego 

recovery of its true costs from TPIA customers, thus giving them an unfair 

competitive advantage. Both results are contrary to public policy, the Policy 

Direction and the Commission's role in regulating service rates that are just and 

reasonable. 

40. The correction of these two Rogers-specific adjustments, capacity augmentation 

and CMTS equipment life, result in the following changes to Rogers TPIA rates:  

 

 
.5 

Mbps 3 Mbps 
10 

Mbps 
15 

Mbps 
25 

Mbps 
50 

Mbps 

Revised Access Rate ($) 12.37 12.81 15.11 21.10 23.36 25.57 
       

Approved in Decision ($) 11.97 12.31 14.25 19.06 21.00 22.69 

Difference in Rates ($) 0.40 0.50 0.86 2.04 2.36 2.88 

Percent Variation 3.3% 4.1% 6.0% 10.7% 11.3% 12.7% 
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 Rate/GB 
Factor 

kbps/GB   Rate per Mbps  Rate per 100 Mbps 

Revised Usage Rate ($) 
                

#  # 
                         

14.32  
                                       

1,432  
     

Approved in Decision ($) #   
                         

12.51  
                                       

1,251  

Difference in Rates ($) 
                

#    1.81 181 

Percent Variation 14.5%   14.5% 14.5% 

 

With these adjustments, Rogers’ access rates remain well below the rates approved for 

Cogeco and Videotron7. With regard to usage rates, Cogeco’s rate remains 88% higher 

and Videotron remains 32% higher.   Bell’s usage rate remains 55% higher.   
 
B. Variances Applicable to All Cable Carriers 

Reduced Trouble Reporting and Repair Expense 

41. In Table 2 of the TRP-703, the Commission indicated that it had reduced Rogers’ 

costs of trouble reporting and repair activities “to be equal to 80% of the retail 

Internet access service” on the basis that there was “No evidence to justify 

inconsistency with the cost determinations in Telecom Decision 2006-77”.8  In 

Decision 2006-77, the Commission reasoned that a retail and repair expense 

equal to 80% of the retail and repair expense incurred for the Cable Carrier’s 

retail Internet customers was appropriate because the Cable Carriers would 

achieve efficiencies in the provision of TPIA support activities over the study 

period due to the first-line support provided by the ISP: 

129. The Commission considers that the cable carriers’ proposed higher 
support-related costs per end-user for their TPIA services relative to their 
retail Internet access services reflect inefficiencies related to the start-up 

                                                 
7 With the exception of Cogeco’s 15 Mbps service 
8 The Decision applied similar reductions to Videotron and Cogeco  
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of the TPIA service.  The Commission further considers that as experience 
is gained in the provision of TPIA service, the cable carriers will achieve 
efficiencies in their TPIA service support activities over the study period 
and, due to first-line, support-related activities of ISPs, the support-related 
costs per end-user for the TPIA service are expected to be less than those 
of the support-related costs per end-user for their retail Internet access 
services.  In light of the expected efficiencies and the level of end-user 
support provided by the ISPs, the Commission considers it appropriate to 
adjust the support-related costs per end-user for TPIA service to 80 
percent of the support-related costs for the retail Internet access service. 

42. Contrary to the Commission’s assertion, that there was “[n]o evidence to justify 

inconsistency with the cost determinations in Telecom Decision 2006-77”,  

Rogers presented a detailed analysis of actual rouble tickets for TPIA service 

and of the average cost of addressing a TPIA trouble ticket in response to 

Rogers(CRTC)15Sept10-108. This evidence in fact confirmed that Rogers’ costs 

are higher for TPIA related support than for its own retail customer support.   

43. Ten years after service launch TPIA is not a start-up service. Because the ISP 

deals only with the easy problems, TPIA trouble tickets that Rogers must deal 

with are significantly more complicated than the average trouble ticket received 

for Rogers’ own retail Internet customers.  Furthermore, resolution of a TPIA 

trouble ticket is more difficult because Rogers must deal with the wholesaler as a 

middleman in the process, rather than dealing directly with the end-user. Often, 

incorrect information is provided on the trouble ticket.  In addition, Rogers often 

has to address DHCP trouble tickets caused by the lack of IP Addresses 

provided by a TPIA customer. These issues do not arise for Rogers’ retail end-

users. 

44. By substituting its own assumptions of what the costs of trouble tickets should be 

in place of actual data, the Commission has put Rogers in a very difficult position 

of not recovering its costs.  

45. When the full Trouble Reporting and Repair costs are added onto the corrected 

numbers calculated in paragraph 40 above, the rates become: 
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: 

 
.5 

Mbps 
3 

Mbps 
10 

Mbps 
15 

Mbps 
25 

Mbps 
50 

Mbps 

Revised Access Rate ($) 13.06 13.51 15.72 21.76 24.02 26.20 
       

Approved in Decision ($) 11.97 12.31 14.25 19.06 21.00 22.69 

Difference in Rates ($) 1.09 1.20 1.47 2.70 3.02 3.51 

Percent Variation 9.1% 9.8% 10.3% 14.1% 14.4% 15.5% 

 

 Rate/GB 
Factor 

kbps/GB   Rate per Mbps  Rate per 100 Mbps 

Revised Usage Rate ($) 
                

# # 
                         

14.60  
                                       

1,460  
     

Approved in Decision ($) #   
                         

12.50  
                                       

1,251  

Difference in Rates ($) 
                

#   2.10   209 

Percent Variation 16.8%   16.8% 16.8% 

 
 
Discriminatory Treatment of Cable Carriers with respect to Productivity 
Improvements and Mark-ups 

46. As indicated above, the Commission imposed a -10% productivity improvement 

on Cable Carriers with respect to both usage-sensitive and non-usage-sensitive 

(access) network components.  At the same time, it imposed a -10% productivity 

improvement on the ILECs' usage-sensitive network components and only a -5% 

productivity improvement factor on their access network components. The 

reason provided by the Commission for this discriminatory treatment of Cable 

Carriers was that: 

107. The Commission notes that the cable carriers’ historical changes in 
capital unit costs are not broken down between access-driven and usage-
driven capital. The Commission further notes that the majority of the cable 
carriers’ equipment is usage-driven equipment. 
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108. Accordingly, for all cable carriers, the Commission has applied annual 
capital unit cost changes of minus 10 percent for all equipment over the 
study period.  

47. Rogers notes that it did identify to the Commission which capital items were 

considered access-driven and which were considered usage-driven in response 

to Rogers(CRTC)20Apr11-1.  In response to Rogers(CRTC)20Apr11-1, Rogers 

provided cost numbers broken down between access-driven and usage-driven 

costs. Contrary to the Commission’s claim that the majority of cable carriers’ 

equipment is usage-driven equipment, Rogers’ numbers showed that the majority 

of the equipment was access-driven. Consequently, it does matter greatly to the 

Cable Carriers that they be treated equally to the ILECs with respect to access 

equipment costs and related access maintenance expenses. 

48.  Moreover, at the same time, that it imposed a higher -10 % productivity factor on 

the Cable Carriers' access costs, it denied them the same mark-up on fibre-

based facilities that it permitted the ILECs' to recover in their rates.  The rationale 

for the ILECs' additional 10% mark-up was described by the Commission as 

follows: 

82. In 2010, in the high-speed access decision, the Commission decided 
that a supplementary 10 percent markup on new higher-speed FTTN-
based services was reasonable to recognize the significant upfront 
investments needed for these services. No evidence was presented in the 
current proceeding to challenge this determination. 

49. However, when it came to the issue of whether the Cable Carriers should be 

treated in an equivalent manner in respect of their fibre investments, the 

Commission denied them equal treatment. 

84. The Commission notes the cable carriers’ request that, for symmetry, 
they be allowed to apply the same additional 10 percent markup, since 
TPIA services are also provided on an FTTN network. In the high-speed 
access decision, the Commission did not allow cable carriers to apply the 
additional markup because it considered that the rates for the cable 
carriers’ wholesale high-speed access services appropriately recognized 
the investments they had made to upgrade their networks. In making its 
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decision, the Commission noted that the cable carriers’ cost of capital 
used to establish the rates for these services was higher than that of the 
ILECs and that the rates therefore appropriately captured the cable 
carriers’ risk. In the current proceeding, the cable carriers did not provide 
any evidence to demonstrate that circumstances have changed since the 
high-speed access decision was issued. Accordingly, the Commission 
denies the cable carriers’ request for the additional 10 percent markup. 

50. The Commission made this determination notwithstanding its finding in the 

Decision that subject to this one exception, "in accordance with the principles of 

competitive neutrality, it remains appropriate that mark-ups be comparable for all 

ILECs and Cable Carriers."  

51. These two determinations by the Commission are inconsistent and 

discriminatory.  If anything, the ILECs should be subject to a higher access 

productivity factor than the Cable Carriers.  This is because they have yet to 

extend fibre into their networks to the same extent as the Cable Carriers and 

therefore stand to achieve higher productivity levels than the Cable Carriers who 

are much further along in this process and have already achieved considerable 

productivity gain associated with fibre upgrades.   

52. At the same time that the Commission imposed a lower productivity factor on the 

ILECs' access costs, it incented them to build more fibre by granting an additional 

10% mark-up for their fibre-based services.  The combination of these two 

factors gives the ILECs the ability to generate significantly more revenue from 

their Internet Access Service than the Cable Carriers. 

53. The Commission’s attempt to justify its discriminatory mark-up treatment of Cable 

Carriers by reference to their superior rate of return is not justifiable since this 

difference is relatively minor and, in any event, is a legitimate cost element in 

determining the cost of providing a service.  The Cable Carriers are permitted a 

13% cost on the equity portion of their capital structure whereas the ILECs are 

permitted 11%.  Rogers’ higher cost of capital simply reflects the fact that it costs 

Rogers more money than the ILECs to acquire the capital required to expand its 
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network.  The 10% additional mark-up on all costs afforded the ILECs generates 

revenue that swamps the additional revenue received by Cable Carriers from its 

marginally higher cost of capital.  Rogers has calculated that it receives 2% more 

revenue from a 13% return on equity versus an 11% return on equity.  In stark 

contrast, the ILECs receive approximately 8% more revenue from the additional 

10% mark-up on costs, fully 6% more revenue than is generated by the Cable 

Carriers’ higher cost of equity.  Moreover the additional cost of equity is a cost to 

Rogers – not an addition to its mark-up over the service costs that are already 

explicitly included in the ILEC cost models, like the ILECs’ additional 10% mark-

up is.  

54. Finally, despite the fact that Rogers and the other Cable Carriers have extended 

fibre further into their networks than have the ILECs, even the reduced traffic 

growth projections assumed by the Commission result in Internet traffic volumes 

that are many times greater than current levels.  Whether these or higher traffic 

volumes occur, Rogers will continue to make significant additions to its fibre 

facilities to keep pace with demand.9  To financially incent the ILECs to invest in 

fibre, while denying the same financial incentives to Rogers and other Cable 

Carriers, is blatantly discriminatory, as well as inconsistent with the Policy 

Direction, which requires the Commission to ensure the technological and 

competitive neutrality of network access arrangements. 

55. Clearly in this case, the Commission has breached this requirement by financially 

incenting fibre investment by the ILECs – but not by their prime competitors, like 

Rogers.   Competitive neutrality would dictate that any additional mark-up should 

                                                 
9With respect to traffic volumes, Rogers strongly disagrees with the Commission’s assumption of 20% per 
annum growth after the second year.  The Commission discounted historical evidence and the evidence 
of parties including external experts and used inexplicably low internet traffic growth rates to set 
wholesale rates substituting its judgment for that of external industry experts, without any apparent 
evidentiary basis. However, the usage-based capacity charge will allow Rogers to be compensated for 
usage costs of traffic in excess of the Commission’s forecast. On the other hand, Rogers will not receive 
compensation for increased access costs imposed by greater volumes than assumed by the Commission 
and consequently, Rogers will carefully monitor traffic and file new studies should the Commission’s 
forecast be proven wrong.  
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be applied equally to Cable Carriers’ and ILECs’ fibre facilities. At a minimum, the 

additional access productivity assumed for the Cable Carriers should be 

eliminated.  In the Table below, the impact of reducing the Cable Carriers access 

productivity to the same -5% assumed for the ILECs is presented. 

56. This Review and Vary Application directly addresses and seeks to rectify the 

inappropriate changes made to Rogers’ Cost Studies.  Rogers submits that the 

additional mark-up afforded the ILECs should either be eliminated for the ILECs 

or applied to the Cable Carriers as well (with such adjustments as necessary to 

recognize the higher cost of equity afforded the Cable Carriers). Both sets of 

industry participants should be placed on an equal footing.  The present 

asymmetrical treatment violates subsection 1(b)(iii) of the Policy Direction which 

requires regulatory measures to be implemented in a symmetrical and 

competitively-neutral manner.  The numbers set out below do not reflect any 

change in Rogers’ mark-up. 

57. When Cable Carrier access productivity for the access-driven capital 

components identified in responses to Rogers(CNOC)11Feb11-1and 

Rogers(CRTC)20Apr11-1 is reduced to the -5% level assumed for the ILECs and 

the impact of the revised costs is added onto the corrected numbers calculated  

in paragraph 45 above, the rates for Rogers become:  

.  

 

 .5 Mbps 3 Mbps 
10 

Mbps 
15 

Mbps 
25 

Mbps 
50 

Mbps 

Revised Access Rate ($) 13.14 13.80 16.22 23.03 25.21 27.38 
       

Approved in Decision ($) 11.97 12.31 14.25 19.06 21.00 22.69 

Difference in Rates ($) 1.17 1.49 1.97 3.97 4.21 4.69 

Percent Variation 9.8% 12.1% 13.9% 20.8% 20.1% 20.7% 
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 Rate/GB 
Factor 

kbps/GB   Rate per Mbps  Rate per 100 Mbps 

Revised Usage Rate ($) 
                

# # 
                         

15.69  
                                       

1,569  
     

Approved in Decision ($) #   
                         

12.50  
                                       

1,251  
Difference in Rates ($) #   3.19 318 

Percent Variation 25.5%   25.5% 25.5% 

  

 With this adjustment, Rogers’ access rates remain significantly lower than Bell’s 

access rates below 15 Mbps and similar above that speed, with Bell’s usage-rate 

remaining 41% higher than Rogers. 

Adjustment to Study Period Start Date 

58. In TRP-703, the Commission adjusted the study period start date to July 2011.  

While this would not be problematic if the studies had been accepted as time-

neutral, the Commission has seen fit to adjust certain of the study assumptions to 

account for changes during the intervening period – but not others.  These 

adjustments take account of cost reductions due to 9 months of productivity 

improvements – but fail to take account of increased costs (due to increased 

traffic volumes and inflation) during the same period. This uneven adjustment of 

costs results in unfairly low rates. 

59. While the Commission indicated that it had reduced capital costs based on its 

application of a 10% annual productivity or annual unit capital cost factor, in the 

case of the Cable Carriers, -7.5%, to account for the 9 month delay in 

commencement of the study period, there is no indication that the Commission 

made any adjustment to initial traffic volumes in light of the adjusted study period 
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start date.  In the case of Rogers, the CRTC-assumed new study start date is 9 

months later than the date used by Rogers for its initial traffic volumes.  Rogers 

traffic volume increased significantly over this period (about 30%) and its starting 

traffic volume should be adjusted to reflect this growth if other adjustments – 

such as productivity based capital cost reductions – are made in light of the 

adjusted study start date.   

60. These volume increases over the 9 month period have increased capital and 

operating costs.  Inflation has also increased capital and operating costs over this 

period.  None of these cost increases appear to have been reflected in the 

Commission’s rate calculations. 

61. If productivity adjustments are applied to reduce capital costs for the changed 

study start date, then adjustments must also be made for increased traffic 

volumes and costs actually sustained in the 9 month period between the old and 

new study start date. 

62. But there is no need to fully re-calculate the models.  The internally consistent 

models that were presented calculate a time-independent rate that is to apply for 

the ten year study period.  This rate remains appropriate notwithstanding that the 

service is introduced later in time. An internally consistent model must be used, 

not a model that arbitrarily reduces one cost item on the basis of a later start date 

and leaves all other items the same despite the obvious fact that they have 

changed with the passage of time. The unit capital cost reduction flowing from 

the revised study period start date must be removed. 

63. When the Start Date adjustment is eliminated  and the impact added onto the 

results calculated in paragraph 57 above, the rates become: 
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.5 

Mbps 
3 

Mbps 
10 

Mbps 
15 

Mbps 
25 

Mbps 
50 

Mbps 

Revised Access Rate ($) 13.55 14.27 16.96 24.34 26.67 29.07 
       

Approved in Decision ($) 11.97 12.31 14.25 19.06 21.00 22.69 

Difference in Rates ($) 1.58 1.96 2.71 5.28 5.67 6.38 

Percent Variation 13.2% 16.0% 19.0% 27.7% 27.0% 28.1% 
 
 
 
 

 Rate/GB 
Factor 
kbps/GB   Rate per Mbps  Rate per 100 Mbps 

Revised Usage Rate ($) 
                

# # 
                         

16.75  
                                       

1,675  
     

Approved in Decision ($) #   
                         

12.50  
                                       

1,251  

Difference in Rates ($) 
                

#   4.25 424 

Percent Variation 34.0%   34.0% 34.0% 
 

As the Study Start adjustment would apply to all companies, the differences 

between Rogers’ lower rates and the other companies would remain in place.  

Rogers notes that a $1,675 capacity rate remains significantly lower than the 

usage rates approved for each of the other companies in TRP 2011-703.  

 
Conclusion 

64. For all of the foregoing reasons, Rogers respectfully requests the Commission to 

vary TRP-703 in the manner set forth below: 
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Variances Specific to Rogers 

• Approve Rogers’ use of a capital augmentation trigger of 60%, consistent with 

Rogers’ practice of segmenting nodes and adding CMTS ports when volume 

reaches 60% of capacity during peak periods measured at the 95th percentile. 

• Approve Rogers’ use of a four year life cycle for CMTS cards, consistent with 

Rogers practice and the Commission’s previous ruling on this issue when a four 

year life cycle was approved. 

Variances Applicable to All Cable Carriers 

• Permit Rogers to recover 100% of the expense that it incurs to process trouble 

tickets related to TPIA service 

• Reduce the annual productivity assumed for cable carrier access capital costs of 

-10% to the -5% level assumed for the ILECs. 

• Eliminate the singular variable change made by the Commission as a result of 

moving the start-date of the costing study forward by 9 months (i.e., the capital 

cost reduction of 7.5%) and maintain the internal consistency of the costing 

models.  Alternatively adjust the rates that are effective on February 1, 2012 to 

reflect increased costs associated with increased traffic volumes and inflation for 

the nine month period that the Commission reduced unit capital costs by 7.5% – 

again to maintain the internal consistency of the model. 

65. Maintain Rogers’ Aggregated POI TPIA Service rates on an interim basis, 

pending the Commission’s final determination of this Application, and make any 

new rates approved as a result of this Application effective as February 10, 2012 

(the date of filing). 

66. All of which is respectfully submitted by Rogers Communications Partnership. 

 



  Appendix 1 

Methodology For Calculating Revised Costs and Rates 

 
 

1. Rogers calculated the revised rates presented in its Application using the Excel file 
provided by Commission staff to Rogers on January 9, 2012. This file contained the 
confidential costs and calculations used by the Commission to derive the rates 
approved for Rogers in TRP 2011-703.  
 

2. Rogers submits a revised Excel file containing the cost and rate impacts of the relief 
requested by Rogers in our Application as Attachment 1 to this Appendix. The 
revisions are straightforward.  
 

3. The adjustments related to capacity augmentation (labeled Working Fill Factors in 
CRTC Excel file), CMTS lives (labeled Life Estimate – CMTS), Trouble Reporting 
and Repair (labeled Customer Support-Related Expenses) and Study Start Date 
(labeled Study Star Date) were made by deleting the percentage cost reductions 
contained in the relevant Tables found in the Tab labeled “Cost Adjustments”.  
 

4. The reduction of Access Network Productivity from 10% to 5% per annum was made 
by re-calculating the results provided in response to Rogers(CRTC)5Apr11-1002 a) 
iv) applying  5% annual productivity to the access network components (specifically 
segmentation fibre and CMTS chassis).  The recalculated costs were then input to 
the Tables labeled “5-Apr-11 interrog 1002 iv Sensitivity Result” found in the Tab 
labeled “Traffic Growth & Cap Unit Cost”.  
  

5. Attachment 1 presents the total impact of the relief requested. The specific and 
cumulative impacts of the individual revisions presented in the Application were 
calculated by sequential application of the revisions to the Excel file.   
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