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BY ACCESS KEY 
 
30 March 2012 
 
Mr. John Traversy 
Secretary General  
CANADIAN RADIO-TELEVISION AND 

TELECOMMUNICATIONS COMMISSION 
Ottawa (Ontario) K1A 0N2 

 
Re: CRTC No. 8662-V48-201201722: Part 1 Application by Quebecor Media 

Inc. to review and vary Telecom Regulatory Policy CRTC 2011-703 - 
Cogeco Comments 

 

 
Dear Mr. Traversy: 

 

1. Cogeco Cable Inc. (Cogeco) is in receipt of the Part 1 Application, dated 13 

February 2012, filed by Quebecor Media Inc (QMI), on behalf itself and its affiliate 

Videotron G.P., to review and vary Telecom Regulatory Policy CRTC 2011-703. 

Pursuant to the procedure enunciated in the Commission staff letter issued on 22 

March 2012, Cogeco is hereby providing the following comments. 

 

2. In its Application, QMI submitted that “there is substantial doubt as to the 

correctness of TRP 2011-703 due to the Commission’s failure to consider a basic 

principle which had been raised in the original proceeding, namely the principle that 

the cost of providing highspeed capacity is not constant over time.”1 Cogeco 

agrees. 

 

3. In TRP 2011-703, the Commission determined that it was reasonable to set 

wholesale high-speed access rates based on average economic costs over the 10-

                                                
1
 Paragraphs 2 and 32 of QMI’s Application. 
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Y study period used by the cable carriers in their cost studies, stating that 

“reviewing usage rates annually would create uncertainty regarding the ongoing 

rates” for the independent ISPs2. Based on the assumption that the approved 

capacity-based rate would remain unchanged during this ten year period, this 

consequently means that the Commission created a situation where this average 

rate was set out significantly below the true rate in the early years and significantly 

above the true rate in the later years.  

 

4. As highlighted by QMI, the problem with the tariff approach used by the 

Commission setting out the capacity-based rate is two-fold. First, given the very 

long cost-study period imposed by the Commission, it provides a competitive 

advantage, in the early years, to TPIA customers in an already intensely 

competitive high-speed marketplace. Second, it provides no assurance that this 

rate would remain unchanged for the next ten years and hence that the cable 

carriers would be able to recover their costs. It should be expected that the 

pressures to review this average rate prior to the end of the 10-Y will constantly 

increase over time, creating an untenable situation in the later years. 

 

5. During the course of the proceeding leading to TRP 2011-703, the cable 

carriers raised this concern on several occasions and proposed, in their 29 July 

2011Final Argument, annual reviews of the rates based on current usage data, or in 

the alternative, using a three year average.3 However, as submitted by QMI, the 

Commission did not address in TRP 2011-703 “the inequity that would arise from 

setting near-term rates based on speculative long-term projections, nor did it 

consider the evident efficiency benefits of the Cable Carriers’ proposal to have 

wholesalers benefit from cost savings as they arise rather than before they arise.” 

                                                
2
 Paragraph 167 of TRP 2011-703 

3
 See Appendix A of the 29 July 2011 Final Argument of the Cable Carriers in which each Cogeco, 

Rogers and Videotron proposed a 10-Y declining schedule of rates for each of the $/GB scenario 
and the $/Mbps scenario, along with a 3-Y average rate for both scenarios. 
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6. Accordingly, Cogeco supports QMI’s request that the Commission vary TRP 

2011-703 by replacing the fixed capacity rate for each network provider by a 

declining annual capacity rate, or in the alternative, using a three year average, 

determined in such a manner that the weighted average of the declining rate over 

the study period equals the fixed rate determined in TRP 2011-703.  

 

7. In any event, to be clear, Cogeco opposes any annual review of the 

capacity-based rate that would simply consist in an update of its 10-Y cost study 

filed in this proceeding. As noted by QMI, in such hypothetical circumstances, 

“[n]etwork providers would find themselves in a perpetual first year of their study 

period, always subsidizing their wholesale competitors.” This would be inequitable 

and hence unacceptable.  

 
Trusting the whole is satisfactory we remain, 
 
Yours truly, 
 
 
Michel Messier 
Director, Regulatory Affairs, Telecommunications 
 
CC:  Dennis Beland, QMI 

Yvan Davidson, CRTC (yvan.davidson@crtc.gc.ca) 
B.Natraj, CRTC (nat.natraj@crtc.gc.ca) 
Lynne Fancy, CRTC (lynne.fancy@crtc.gc.ca) 
Tom Vilmansen, CRTC (tom.vilmansen@crtc.gc.ca) 
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