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expedited relief to address implementation of the capacity model approved 
in Telecom Regulatory Policy CRTC 2011-703 - Primus Canada Reply 
Comments  

 
 
Introduction 

1. Primus Telecommunications Canada Inc. (“Primus”) hereby files reply comments 
pursuant to the procedure set out in the Commission’s 3 February 2012 letter, as 
amended. 

2. Similar to its 13 February 2012 intervention, Primus will limit its reply comments to the 
appropriateness of the use of an economic solution to address traffic splitting on a 
long term basis, such as that set out by the Commission in Telecom Decision CRTC 
2012-60, Implementation date for wholesale high-speed access services capacity 
model approved in Telecom Regulatory Policy 2011-703 (“Decision 2012-60”), to 
remedy the concerns raised in the Canadian Network Operator Consortium’s 
(“CNOC”) 4 January 2012 Part 1 Application (“CNOC Part 1 Application”).  

3. While Primus is limiting its comments herein as described above, Primus continues to 
support all of the well founded requests for relief contained in CNOC’s Part 1 
Application and urges the Commission to grant them accordingly.  
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The Interim Economic Traffic Splitting Solution as a Long Term Solution  

4. In Decision 2012-60, the Commission deemed it appropriate to proceed with the 
implementation of the capacity model set out in Telecom Regulatory Policy CRTC 
2011-703, Billing practices for wholesale residential high-speed access services 
(“Policy 2011-703”) on 1 February 2012. In order to address the concerns brought 
forward in CNOC’s Part 1 Application regarding the proposal of Bell Aliant Regional 
Communications, Limited Partnership and Bell Canada (together, “Bell”) to require 
competitors to segregate residential and business traffic through realm splitting, the 
Commission approved an optional interim economic solution to address traffic splitting 
(“interim economic traffic splitting solution”), as follows:1 

a. Allow independent ISPs to use a single realm to support both residential and 
business traffic. Independent ISPs would be required to purchase the appropriate 
capacity in 100 megabits per second increments to carry their combined 
residential and business traffic using the rates for the approved capacity model. 

b. Allow independent ISPs an initial order for the capacity to carry the combined 
residential and business traffic required on the implementation date at no charge. 

c. Provide compensation to independent ISPs to recognize the potential double-
counting for business usage through a reduction set at 10 percent of the monthly 
business rate access charges for independent ISPs. 

5. Subsequent to Decision 2012-60 and in response to procedural requests submitted by 
parties, the Commission provided for comments and reply comments as to whether 
the interim economic solution traffic splitting solution set out in Decision 2012-60 or 
another economic solution that addresses the issue of traffic splitting should be 
implemented as a long term solution.2  

6. On 13 February 2012, Primus filed comments on the appropriateness of the 
implementation of the interim economic solution as a long term solution. In that 
submission, Primus noted that the implementation of the interim economic traffic 
splitting solution on a long term basis will efficiently resolve the concerns of CNOC 
related to the issue of traffic splitting, while also negating the need for Bell to develop 
and implement another technical solution to address these concerns. Primus further 
noted that the interim economic solution provides benefits to both competitors, in the 
form of efficiencies, and to Bell, as it resolves many of the concerns expressed by Bell 
in Tariff Notices 392 and 7339 related to potential “gaming” opportunities under its 
realm splitting proposal.  

                                                 
1 Decision 2012-60, at para. 24. 
2 Commission 3 February 2012 Letter, at para. 7.  
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7. In addition, Primus requested a modification to the wording of the economic traffic 
splitting solution contained in Decision 2012-60 as to ensure that competitors with 
more than one realm that carry both business and residential traffic may utilize the 
economic solution. Primus also submitted that that the applicable business access 
rates under the economic traffic splitting solution should contain absolutely no usage 
or capacity costs. Subject to the requested modifications, Primus requested that the 
Commission approve the interim economic traffic splitting solution as a long term 
solution. Primus maintains this position in full.  

8. In contrast, Primus notes that Bell and MTS Inc. and Allstream Inc. (together, “MTS 
Allstream”) put forward various arguments in opposition to the implementation of the 
interim economic traffic splitting solution as a long term solution in their respective 13 
February 2012 comments.  

Comments on MTS Allstream’s Arguments 

9. Primus notes that the sum of MTS Allstream’s position is that the Commission should 
not approve the interim economic traffic splitting solution set out in Decision 2012-60 
as a long term solution.3 Yet, upon consideration of the arguments put forward, Primus 
interprets MTS Allstream’s opposition as specific to the wholesale business access 
rates that remain even the removal of the capacity component. For example, MTS 
Allstream states:4  

Indeed a comparison of Bell’s residential and business access rates post 
Decision 2012-60, with capacity stripped out of both, confirms that there are 
significantly higher mark-ups for wholesale business services.  Post Decision 
2012-60, it can be seen that Bell’s 16 Mbps wholesale residential access rate is 
$24.98 while its business rate, with the embedded capacity rate stripped out, is 
$36.63, a nearly 50% increase over a rate that already incorporates a significant 
mark-up.  This despite the fact that the cost to provision both residential and 
business accesses is the same.  

As illustrated in Table 2 below, this situation is exacerbated by the interim solution 
where a competitor ISP choosing to use the reduced business access rate would 
still have to pay an access rate with an extremely high-mark-up as well as an 
inflated capacity cost 

10. On this note, Primus agrees with the concerns expressed regarding the significant 
disparity between the mark-ups applied to wholesale business and residential access 

                                                 
3 MTS Allstream, 13 February 2012 Answer, at para. 3. 
4 Ibid., at paras. 15-16.  
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rates that result in substantially higher rates for business access services. That being 
said, Primus does not interpret MTS Allstream’s comments as in opposition to the 
specific concept of an economic solution to address traffic splitting being implemented 
as a long term solution.   

Comments on Bell’s Opposition 

11. For its part, Bell appears to be wholly opposed to the implementation of an economic 
solution to address traffic splitting as a long term solution. Yet, Bell’s various positions 
are quizzical to Primus for a number of reasons.  

12. First, Bell argues that the Commission was incorrect to decrease the business access 
rate by 10% to account for “potential double-counting for business usage” in the 
interim economic traffic splitting solution set out in Decision 2012-60. Bell bases this 
argument on the grounds that “there is no such double counting of usage” occurring 
when capacity rates are applied to both residential and business traffic.5  

13. Yet, Telecom Regulatory Policy 2011-704, Billing practices for wholesale business 
high-speed access services (“Policy 2011-704”)  makes explicitly clear that the flat 
business access rates set out therein contain both access and usage components:6 

… Further, the Commission notes that, in contrast to wholesale residential high-
speed access service, the usage component of wholesale business high-speed 
access service is relatively small compared to the overall costs for the service.  

14. Accordingly, if business traffic is subject to the capacity framework without the removal 
of the capacity component from the business access rate, the competitor would be 
required to pay the capacity rate plus the capacity rate embedded in the business 
access rate. This clearly would result in double counting and billing. 

15. Second, Bell argues that approving two separate models will provide an arbitrage 
opportunity to competitors. Primus again does not agree. A competitor that chooses 
the economic traffic splitting solution that applies capacity rates to both its residential 
and business traffic will compensate Bell in full for all of the capacity it requires to the 
amount of $2,213 per 100Mbps. Yet, if a competitor opts to utilize the realm splitting 
option as to incur capacity rates on residential traffic only, Bell will similarly be 
compensated in full. Indeed, the competitor in this scenario will pay for all of the 
capacity it requires through the application of the capacity rate to its residential traffic 
and the embedded capacity rate that is maintained in the business access rates.  

                                                 
5 Bell, 13 February 2012 Answer, at para. 19. 
6 Policy 2011-704, at para. 17. 
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16. Further undermining Bell’s argument is the fact that it admittedly has no concern if a 
competitor elects to apply capacity rates to both its residential and business traffic; 
provided, of course, that the embedded capacity rate in the business access rate is 
not removed:7 

Alternatively, an ISP can elect to incur the residential capacity charge for all its 
traffic regardless of whether it is residential or business traffic.    

17. In sum, it appears that Bell has no issues with allowing competitors to apply capacity 
rates to both residential and business traffic provided that, for business traffic, 
competitors are required to pay both the capacity rate and the embedded capacity rate 
in the business access rates. It is absolutely unclear to Primus how requiring payment 
twice for the same capacity can satisfy section 27(1) of the Telecommunications Act 
that requires just and reasonable rates.      

18. Third and finally, Bell makes much of the fact that a framework that permits 
competitors to opt to incur capacity rates on business traffic will somehow contradict 
the Commission’s statements before the Parliamentary Committee that convened in 
February 2011. This argument is spurious. The Parliamentary Committee to which Bell 
refers convened shortly after the release of Telecom Decision CRTC 2011-44, Usage-
based billing for Gateway Access Services and third-party Internet access services 
(“Decision 2011-44”), which followed Telecom Decision CRTC 2010-802, Bell Aliant 
Regional Communications, Limited Partnership and Bell Canada – Application to 
review and vary Telecom Decision 2010-255 concerning usage-based billing for 
Gateway Access Services (“Decision 2010-802”). As Bell well knows, Decision 2010-
802 approved Bell’s review and vary application requesting to apply Bell’s retail 
usage-based billing framework, including per end-user GB usage threshold, per end-
user GB overage charges and per end-user excessive usage charges, to wholesale 
Internet access services. In Decision 2011-44, the Commission proceeded to establish 
a 15% discount for the usage-based billing rates applied to wholesale Internet access 
services.  

19. As a consequence, competitors faced the prospect of being required to apply the 
same, or similar, end-user usage-based billing frameworks to their retail Internet 
services. It is from this context that the events referenced by Bell flowed.  

20. Accordingly, the statements referenced by Bell stand correct. Indeed, all of the 
decisions related to usage-based billing up to Decision 2011-44 dealt only with the 
application of end-user usage-based billing on residential Internet access services 
and, therefore, did not apply to business access services.  

                                                 
7 Bell, 13 February 2012 Answer, at para. 3. 
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21. Yet, the access and capacity framework approved in Policy 2011-703 is clearly distinct 
from the end-user usage based billing framework approved in previous decisions. 
Indeed, this framework does not require competitors to implement the same or similar 
per GB usage-based billing frameworks as the incumbents. Accordingly, it is both 
incorrect to conflate the capacity model approved in Policy 2011-703 with the end-user 
usage-based billing models approved in prior decisions and to claim that permitting 
efficiencies while ensuring that the incumbents are fully and fairly compensated is 
somehow contradictory to past statements.     

22. Therefore, it is Primus’ position that Bell has put forward no valid argument as to why 
the interim economic traffic splitting solution should not be implemented as a long term 
solution. Instead, it remains to be clear that doing so would cure CNOC’s concerns 
related to traffic splitting without requiring Bell to implement a new technical solution, 
while also providing other benefits to both competitors and Bell.  

Summary 

23. For all of the reasons set above, Primus requests that the Commission approve the 
implementation of the interim economic traffic splitting solution on a long term basis.  

24. In addition, Primus maintains its requests contained in its 13 February 2012 
intervention. Namely, that the Commission replace the reference to “a single realm” to 
realms in the interim economic traffic splitting solution set out in in Decision 2012-60 
and that the Commission fully remove all usage and capacity related costs from the 
business access rates.  

 
Yours truly, 

 
Christopher K. Hickey 
 
 
Cc:  Distribution List – Commission 3 February 2012 Letter 
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