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Introduction 

1. Primus Telecommunications Canada Inc. (“Primus”) is in receipt of a Part 1 

Application filed by Bell Aliant Regional Communications, Limited Partnership (“Bell 

Aliant”) and Bell Canada (“together, Bell”) requesting a review and variance of 

Telecom Regulatory Policy CRTC 2011-703, Billing practices for wholesale residential 

high-speed access services (“TRP 2011-703”) (“R&V application”). Pursuant to the 

Canadian Radio-television and Telecommunications Commission Rules of Practice 

and Procedure, Primus hereby files an intervention.   

2. Please be advised that Primus wishes to be considered as an intervener in the above 

noted proceeding. Please be further advised that Primus wishes to be considered as 

an intervener and participate fully in any public hearing or further process that may 

arise from Bell’s R&V application or from requests by other parties to consolidate all 

applications relating to TRP 2011-703.  
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Executive Summary 

3. At the outset, it Primus’ position that Bell’s R&V application should be denied in its 

entirety by the Commission. 

4. Bell founds its R&V application upon the alleged existence of substantial doubt as to 

the correctness of TRP 2011-703, which it claims results from five specific 

adjustments that the Commission made to its Phase II cost studies and the costing 

information contained therein. It is Bell’s position that these “unsubstantiated and 

unjustified”1 adjustments led to rates being struck in TRP 2011-703 that do not permit 

Bell to “recover the cost of [its] investment and earn a reasonable return on that 

investment.”2 Accordingly, Bell requests that the Commission rescind the identified 

adjustments and approve the resultant rates.   

5. It is Primus’ position that Bell’s R&V application does not satisfy the requirements set 

by the Commission in Telecom Public Notice CRTC 98-6, Guidelines for Review and 

Vary Applications and Telecom Information Bulletin CRTC 2011-214, Revised 

guidelines for review and vary applications. Indeed, as will be elaborated throughout 

this intervention, the arguments put forward in the R&V application fail to demonstrate 

that there is substantial doubt as to the correctness of TRP 2011-703 as alleged by 

Bell.  

6. For example, while Bell may not agree with the Commission’s determinations to 

exclude network developing and conditioning costs incurred prior to July 2011, Bell’s 

disagreement does not cast doubt on the application of an established basic costing 

principle by the Commission. Similarly, while Bell may not agree with the results of the 

adjustment, the Commission fully and appropriately acted within its discretion in 

making the adjustments to the capital unit costs. Nor does Bell’s disagreement bring 

into question the appropriateness of adjustments made by the Commission that are 

consistent with those made in other proceedings, such as the utilization of a 10 year 

study period and the consideration of other ILEC costs in setting DSLAM labour costs.      

                                                 
1 Part 1 Application by Bell Aliant Regional Communications Limited Partnership and Bell Canada to Review 
and Vary Telecom Regulatory Policy CRTC 2011-703, paragraph 2. 
2 Ibid. 



 3

7. It is also clear that Bell’s R&V application also relies on arguments that are largely 

facsimiles of the arguments put forward in the process that led to TRP 2011-703. 

Accordingly, the adjustments disputed by Bell received full and explicit consideration 

in that proceeding.   

8. Accordingly, for all of the reasons set out herein, Primus requests that the 

Commission deny Bell’s R&V application in its entirety.  

The Treatment of Network Conditioning and Development Costs Incurred Prior to 

July 2011 

9. In TRP 2011-703, the Commission properly excluded the network conditioning and 

development costs incurred to install FTTN prior to July 2011. Specifically, the 

Commission determined that Bell's FTTN development and conditioning costs “are 

neither prospective nor a result of the offering of high-speed services", and therefore 

excluded the costs.3 In its application, Bell requests, as it did in the proceeding that led 

to TRP 2011-703, that the Commission include these costs.  

10. It is noteworthy that despite all of the arguments put forward in its application, Bell 

does not refer to the Regulatory Economics Studies Manual, which sets out the 

appropriate treatment of such costs. Although the Regulatory Economics Studies 

Manual provides extensive instruction for the treatment of costs incurred prior to the 

introduction of a service, the following excerpt is particularly relevant: 

Historical or some costs, including pre-introduction costs, are excluded from 

regulatory economic studies because no action after a decision is made can affect 

the costs already incurred prior to that decision.4 

11. The Commission has consistently and repeatedly applied this basic economic 

principle to cost studies. To abandon it here would result only in artificially increasing 

the costs of providing wholesale services and the rates paid by competitors. 

12. The reasons offered by Bell as to why the Commission should disregard this 

fundamental premise of regulatory costing is based on a questionable sense of 

"fairness". Among other things, Bell claims "those who use the access [should] pay 

                                                 
3 Telecom Regulatory Policy 2011-703, paragraph 128. 
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their fair share of the costs"; that if the exclusion stands "retail customers would end 

up subsidizing wholesale customers" and "wholesale rates 'ride for free' "; and that 

"symmetry must prevail in developing the retail and wholesale service rates".5 

13. Yet, these concepts of equity are not based on established costing principles. Put 

simply, the acceptance of Bell’s arguments in this regard would result in rates that are 

not cost-based.  

14. As Primus pointed out in its 29 July 2011 Final Comments, competitors are not 

imposing any network conditioning costs on Bell. In all cases, the network conditioning 

costs have been and will be incurred for Bell's retail FTTN services. Primus stated, 

"FTTN costs are simply not causal to the requirement to provide wholesale speed 

matching services and, therefore, FTTN development costs should be excluded from 

the cost study, consistent with the Commission's Phase II costing principles".6 

15. Further, the Commission explicitly addressed this issue in its determinations that Bell's 

FTTN development and conditioning costs “are neither prospective nor a result of the 

offering of high-speed services".7 

16. Bell has not advanced any economic or costing arguments in support of their 

application to include network development costs. Primus submits that the rationale is 

absent from the R&V application because there are no such economic or costing 

argument that is consistent with the Commission's approved costing principles. 

17. Bell also makes disingenuous assertions about its reasons for network conditioning 

prior to July 2011: 

…it is clear that some of the accesses that are in areas where the Companies had 

completed their network conditioning prior to July 2011 in anticipation of future 

demand will be used to provide wholesale residential high-speed access services.  

Stated another way, the accesses that were conditioned prior to July 2011 were 

intended to provide high-speed services to the end-users in the areas where the 

conditioning took place.  Given the requirement to make these services available 

                                                                                                                                                    
4 Bell Canada, Regulatory Economic Studies Manual, July 2009, paragraph 1-6. 
5 Part 1 Application by Bell Aliant Regional Communications Limited Partnership and Bell Canada to Review 
and Vary Telecom Regulatory Policy CRTC 2011-703, paragraphs 15 and 16. 
6 Primus Telecommunications Canada Inc., Final Comments, July 29, 2011, paragraph 68. 
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to wholesale customers, some of these accesses will be leased by wholesale 

customers, and some will be used to provide services to the Companies' retail 

subscribers.  Thus, the costs are causal to both retail and wholesale services.8 

18. Primus finds it highly difficult to accept that Bell made investments in "anticipation" of 

wholesale demand, that these investments were required to make services available 

to wholesale customers, or that Bell took wholesale customers into consideration 

when making such investments. Such assertions flatly contradict the assertions made 

in its March 2009 Petition to the Governor-In-Council. Indeed, that filing stated that 

Bell Canada "recently announced plans to spend $700 million to accelerate this 

network build to reach 5 million homes by 2012; but that announcement was made on 

the expectation that the CRTC would not mandate wholesale access at regulated 

rates to these networks"9  and that "the business case for investing in NGN [next-

generation networks] is founded on the potential retail revenues from the Companies 

'winning the broadband home'."10 

19. Further belying the argument that FTTN investments were made in "anticipation" of 

wholesale demand and that such costs are "causal to both retail and wholesale 

services", Bell emphasized the following in the same Petition to the Governor-In-

Council: 

Bell and Bell Aliant have already made significant investments in their residential 

networks to enable the delivery of higher speed Internet service.  That said, it must 

be emphasized for Bell that these investments to date have been in two urban 

markets, Toronto and Montréal.  During the period 2005-2008, Bell has invested 

over a billion dollars to build the  NGN in Toronto and Montréal, and the roll-outs in 

these cities is not yet complete.  These investments were made prior to the 

release of the CRTC Decisions and the access determinations being mandated by 

these Decisions.11 

                                                                                                                                                    
7 Telecom Regulatory Policy 2011-703, paragraph 128. 
8 Part 1 Application by Bell Aliant Regional Communications Limited Partnership and Bell Canada to Review 
and Vary Telecom Regulatory Policy CRTC 2011-703, paragraph 14. 
9 Bell Aliant and Bell Canada Petition to the Governor-in-Council to Vary Telecom Decision CRTC 2008-117 
and Telecom Order 2009-111, paragraph 3. 
10 Bell Aliant and Bell Canada Petition to the Governor-in-Council to Vary Telecom Decision CRTC 2008-117 
and Telecom Order 2009-111, paragraph 18. 
11 Bell Aliant and Bell Canada Petition to the Governor-in-Council to Vary Telecom Decision CRTC 2008-117 
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From an overall corporate planning perspective, Montréal and Toronto have 

largely been built and will not be impacted by the negative consequences that 

might materialize if the CRTC Decisions are not varied.  However, the pace, speed 

and location of the roll-out of NGNs in all  other urban markets in Québec, Ontario 

and Atlantic Canada will have to be reviewed.12 

20. Accordingly, despite all of the claims now put forward by Bell, it is simply not true that 

the network conditioning and development costs incurred by Bell prior to July 2011 are 

somehow “causal to both retail and wholesale services". Such arguments are simply 

not aligned with Bell’s own past statements. 

21. Primus further notes that Bell had many opportunities to present its case regarding the 

treatment of network conditioning costs that occurred before and after July 2011. 

Indeed, the arguments made in Bell’s R&V application in favour of including these 

costs are not new. The following filings and interrogatory responses illustrate that Bell 

put forward all of the same points in the proceeding that led to TRP 2011-703: 

- The Companies(CRTC)15Sep10-109, Update 

- Cost Studies associated with Bell Aliant TN 367 and Bell Canada TN 7310, p. 7 

- The Companies(CRTC)04 Feb11-101 

- The Companies(Primus)29Apr11-3 

- The Companies(CRTC)05Apr11-2 

- The Companies(Primus)11Feb11-2 

- The Companies(CRTC)11Jul11-5 (Response to Undertaking) 

22. In addition, the Commission set out its reasoning for its determinations explicitly in 

paragraphs 128 to 132 of TRP 2011-703.  

23. It is therefore clear that the question regarding the appropriate treatment of network 

conditioning and development costs received full and explicit consideration.  

                                                                                                                                                    
and Telecom Order 2009-111, paragraph 27. 
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24. Finally, Primus notes that Section 3.1 of the R&V Application, which addresses the 

"exclusion of the wholesale FTTN-related network conditioning costs", alleges that the 

Commission failed to consider a basic principle.13 However, a simple reading of TRP 

2011-703 demonstrates that this is not true. In fact, the Commission gave the 

treatment of wholesale FTTN-related network conditioning costs extensive 

consideration in paragraphs 124 to 132 and, therefore, there is no merit to Bell's 

argument. 

25. Accordingly, Primus submits that Bell has failed to demonstrate that there is 

substantial doubt as to the correctness of the Commission's finding in TRP 2011-703 

that the network conditioning costs incurred prior to July 2011 are neither prospective 

nor causal to the introduction of wholesale high-speed access services. Bell has not 

demonstrated that any of the criteria for review and vary applications are satisfied and, 

therefore, the Commission should dismiss the Bell's application to include these costs. 

Specific Comments on Bell’s Proposed Change to its Network Conditioning 

Process Pending the Outcome of its Application 

26. In TRP 2011-703, the Commission appropriately excluded all FTTN development 

costs and network conditioning costs incurred prior to July 2011. The Commission 

also excluded 50% of the post-July 2011 network conditioning costs included by Bell 

Canada and Bell Aliant (operating in Ontario and Québec) from the cost studies.14 The 

correction was made by the Commission to recognize that the Companies "incurred 

network conditioning activities to permit the simultaneous offering of retail Internet and 

IPTV services."15 

27. In addition, the Commission noted that "Bell Aliant in Atlantic Canada performs 

network conditioning activities individually for each retail customer who orders an 

FTTN-based service"16 whereas Bell Canada and Bell Aliant in Ontario and Québec 

"condition an entire area where they intend to introduce retail broadband services, 

                                                                                                                                                    
12 Bell Aliant and Bell Canada Petition to the Governor-in-Council to Very Telecom Decision CRTC 2008-117 
and Telecom Order 2009-111, paragraph 29. 
13 Part 1 Application by Bell Aliant Regional Communications Limited Partnership and Bell Canada to Review 
and Vary Telecom Regulatory Policy CRTC 2011-703, paragraph 12. 
14 Telecom Regulatory Policy 2011-703, paragraph 128 to 131. 
15 Telecom Regulatory Policy 2011-703, paragraph 131. 
16 Telecom Regulatory Policy 2011-703, paragraph 129. 
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including IPTV."17 TRP 2011-703 does not indicate whether one approach is more 

reasonable than the other for costing purposes, nor does the Commission explicitly 

indicate that an adjustment to the Bell’s cost studies were made subject to the 

applicable approach.18 As noted above, the Commission adjusted the proposed 

network conditioning costs in recognition that "the Bell companies incurred network 

conditioning activities to permit the simultaneous offering of retail Internet and IPTV 

services." 

28. Its R&V application, Bell now requests that the Commission reverse the adjustments 

made for the 10-year study period, and the exclusion of the pre- and post-July 2011 

network conditioning costs.19 If the Commission does not make all of the changes 

identified, Bell states: 

As an alternative, if the Commission were to reject the Companies' request, the 

Companies have developed an estimate of the network conditioning costs that 

they would have to incur on a per access basis if they were to change their 

network conditioning practice to perform the conditioning on a per access basis as 

demand arises.20 (Emphasis added) 

Based on the above, if the Commission were to deny the Companies' request to 

include the wholesale-related network conditioning costs incurred prior to July 

2011 in the costs used to determine the monthly residential FTTN access rates, 

then the Companies request the Commission to approve revised rates that reflect 

the alternative network conditioning practice set out above and the associated cost 

of         # per access per month, based on a 10-year study period, or            # 

based on a study period of 5 years.21 (Emphasis added) 

                                                 
17 Telecom Regulatory Policy 2011-703, paragraph 130. 
18 Primus notes that in Footnote 7, Bell indicates that the estimate of the excluding 50% of the post-July 2011 
network conditioning work "was calculated based on the cost adjustment inputs provided to the Companies by 
Commission staff". It is not clear if the information provided by Commission staff identified a cost adjustment 
related to the Bell Canada and Bell Aliant, operating in Ontario and Québec, approach of conditioning entire 
areas. 
19 Part 1 Application by Bell Aliant Regional Communications Limited Partnership and Bell Canada to Review 
and Vary Telecom Regulatory Policy CRTC 2011-703, paragraph 26. 
20 Part 1 Application by Bell Aliant Regional Communications Limited Partnership and Bell Canada to Review 
and Vary Telecom Regulatory Policy CRTC 2011-703, paragraph 27. 
21 Part 1 Application by Bell Aliant Regional Communications Limited Partnership and Bell Canada to Review 
and Vary Telecom Regulatory Policy CRTC 2011-703, paragraph 31. 
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As noted above, once the revised access rates are approved, and the Companies 

actually do change their practices, they will issue revised tariffs to reflect the new 

rates.22 (Emphasis added) 

29. Since it does not appear from TRP 2011-703 that the Commission made any cost 

adjustments regarding network conditioning practices, it is not clear exactly what Bell 

hopes to gain by voluntarily adopting a practice in Ontario and Quebec which, it says, 

creates additional costs but no additional benefits.23 The R&V application seems 

intentionally vague on this point.  

30. It does appear that Bell believes that changing its network conditioning practice will 

have the effect of increasing wholesale rates. If the purpose therefore is to create an 

artificial increase in wholesale rates, the Commission should make it clear that it will 

not entertain proposed rate increases for wholesale high-speed FTTN-based services 

associated with costs to introduce unnecessary network conditioning practices. On the 

other hand, if changing its network conditioning practice will provide a windfall or other 

benefit to Bell, Bell should similarly not be permitted to game the costing process in 

order to obtain higher rates or returns.  

Adjustments to Annual Capital Unit Costs 

31. In TRP 2011-703 the Commission noted that the "ILECs' and the cable carriers' capital 

unit costs have decreased on average over the last four years by an amount that is 

significantly greater than the annual capital unit cost changes proposed in error cost 

studies."24 The Commission further noted that, although the capital increase factors 

(CIFs) used in the cost studies were in line with the CIFs filed with the Commission, 

service-specific capital unit changes can be used if they are more appropriate.25 As a 

result, the Commission decided to employ annual capital unit cost changes of minus 

5% for access-driven equipment and minus 10% for usage driven equipment. 

                                                 
22 Part 1 Application by Bell Aliant Regional Communications Limited Partnership and Bell Canada to Review 
and Vary Telecom Regulatory Policy CRTC 2011-703, paragraph 32. 
23 Part 1 Application by Bell Aliant Regional Communications Limited Partnership and Bell Canada to Review 
and Vary Telecom Regulatory Policy CRTC 2011-703, paragraph 18. 
24 Telecom Regulatory Policy 2011-703, paragraph 103. 
25 Telecom Regulatory Policy 2011-703, paragraph 105. 
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32. Bell identifies two reasons why the "Commission erred in imposing a 5% annual 

reduction in the Companies' capital unit costs for access equipment"26: 

First, it is inappropriate to use historical price changes as a proxy for future price 

changes, which is what the Commission appears to have relied on.27 

Second, the development and application of CIFs have been approved by the 

Commission and the methodology used to develop these factors is documented in 

Appendix P titled "Cost Increase and Productivity Improvement Factors" of the 

Companies' Regulatory Economic Studies Manuals (or the Manual).28 

33. Regarding Bell's first objection, Primus notes that TRP 2011-703 does not specify all 

the steps or considerations that were taken into account in determining the -5% 

reduction factor. However, in addition to historical price changes the Commission also 

considered that "due to the rapid growth in Internet traffic and Internet applications, 

suppliers will further increase equipment capacity to meet increasing demand, leading 

to further significant reductions in capital unit costs over time."29 

34. Primus submits that it is entirely reasonable for the Commission to take both recent 

historical cost trends and expected increases in the equipment capacity in assessing 

whether the Companies CIF forecasts are reasonable. Bell's suggestion that historical 

costs have no role for determining future trends is nonsensical. 

35. Bell notes that, “CIFs are forecasts of price changes that are expected to occur in the 

future, based on the Companies' expectations of future price changes for both the 

labour and material components of their capital unit costs."30 Bell makes reference to 

their response to interrogatory The Companies(CRTC)04Feb11-109 in support of their 

argument that historical costs should not be used. Primus notes that the answer to the 

above noted interrogatory makes the same points as made in Bell’s R&V application. 

Among other things, Bell states "historical price changes have no bearing on future 

                                                 
26 Part 1 Application by Bell Aliant Regional Communications Limited Partnership and Bell Canada to Review 
and Vary Telecom Regulatory Policy CRTC 2011-703, paragraph 38. 
27 Part 1 Application by Bell Aliant Regional Communications Limited Partnership and Bell Canada to Review 
and Vary Telecom Regulatory Policy CRTC 2011-703, paragraph 39. 
28 Part 1 Application by Bell Aliant Regional Communications Limited Partnership and Bell Canada to Review 
and Vary Telecom Regulatory Policy CRTC 2011-703, paragraph 41. 
29 Telecom Regulatory Policy 2011-703, paragraph 104. 
30 Part 1 Application by Bell Aliant Regional Communications Limited Partnership and Bell Canada to Review 
and Vary Telecom Regulatory Policy CRTC 2011-703, paragraph 41. 
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price changes." Yet, this contradicts Bell Canada's cover letter dated November 29, 

2010 providing updated CIFs. In that letter, Bell Canada states "Expense Increase 

Factors (EIFs) and Capital Increase Factors (CIFs) have been updated to reflect 

historical actuals for the period 2006-2009 as well as update the long-term forecasts of 

the EIFs and CIFs."31  

36. Apparently, there is an important role for historical data in the development of CIFs. It 

is also interesting to note that the "historical actuals" used by Bell Canada to develop 

the revised CIFs were based on 2006-2009 historical data, the same period used by 

Bell to answer interrogatory The Companies(CRTC)04Feb11-109, and by the 

Commission to make the CIF adjustment. Accordingly, the use of historical data by the 

Commission is wholly appropriate.  

37. Bell's second objection is that that the Commission erred by not adhering to the 

process set out in Appendix P of the Bell’s Regulatory Economic Costing Manual. Yet, 

Primus notes that Appendix P does not state, or in any way imply, that the 

Commission cannot adjust Bell's CIF or use a CIF that is reflective of a segment of 

equipment, rather than the CIFs created by Bell for broad "classes of capital assets".32 

38. More importantly, despite Bell's claim to the contrary, the CIF employed in Bell’s cost 

studies was not "approved" by the Commission. Bell accuses the Commission of 

"ignoring the approved CIFs and PIF”, asserts that that the "approved parameters 

cannot just be ignored", and that characterizes them as "Commission-approved CIFs". 

It is true that the Commission approved a process for estimating and filing revised 

CIFs, but the revised CIFs are not reviewed by the Commission until a specific 

opportunity arises, such as the cost studies filed in support of proposed rates.  

39. Here Primus notes that the revised CIFs used in the cost studies originally filed in 

support of the wholesale FTTN-based services, dated November 29, 2010, were 

based on CIFs that were coincidentally filed on the same date. In other words, the 

CIFs were not "approved" by the Commission and the first opportunity to review them 

did not occur until the proceeding leading to TRP 2011-703. The CIFs were never 

approved by the Commission, as Bell contends.  

                                                 
31 Bell Canada Letter dated November 29, 2011, Follow-up to Decision CRTC 2008-14, paragraph 7.  
32 Bell Canada, Regulatory Economic Studies Manual, Appendix P, paragraph 4. 
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40. Given the strong incentive on the part of Bell to overestimate the CIFS and inflate the 

costs of FTTN-based wholesale services, it was both important and appropriate for the 

Commission to examine Bell’s proposed CIFs and make adjustments for the 

overestimation. 

41. Accordingly, Primus submits that Bell has failed to demonstrate that there is 

substantial doubt as to the correctness of the Commission's determination to adjust its 

annual capital unit costs. Therefore, the Commission should dismiss the Bell's 

application to rescind this adjustment. 

Adjustments to FTTN DSLAM Labour Costs 

42. Bell states that the Commission erred in capping the labor component of FTTN 

DSLAM costs at 40% of the total, and erred in adjusting be civil work portion of the 

labour costs to reflect the life estimate of 18 years, instead of the life estimate of the 

DSLAM equipment.33 

43. Bell identifies four reasons as to why it believes the Commission erred in setting the 

labour component of the FTTN DSLAM costs at 40%: 

1)  it was incorrect to assume that the costs of two other ILECs, with lower 

costs, are appropriate values; 

2)  the Commission disregarded the detailed cost information related to the 

material and labour components; 

3)  the costs were not based on input from subject matter experts; and, 

4)  the Commission's adjustment is inconsistent with the approved costing 

manuals.34 

44. Taking each of these criticisms in turn, Primus notes that it is not uncommon for the 

Commission to use other ILEC's cost where a cost used in the study appears in 

reasonable. The current case is no different and is necessary given that the 

                                                 
33 Part 1 Application by Bell Aliant Regional Communications Limited Partnership and Bell Canada to Review 
and Vary Telecom Regulatory Policy CRTC 2011-703, paragraph 48. 
34 Part 1 Application by Bell Aliant Regional Communications Limited Partnership and Bell Canada to Review 
and Vary Telecom Regulatory Policy CRTC 2011-703, paragraph 50. 
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Commission determined that the Bell’s FTTN DSLAM labour costs are "too high 

compared to those proposed by SaskTel and TCC."35 

45. Bell claims that the Commission disregarded the detailed FTTN DSLAM cost 

information. However, paragraph 122 of the Telecom Regulatory Policy indicates 

otherwise: 

The Commission notes that DSLAM labour costs comprise costs for various 

engineering and installation activities, including a number of civil work activities 

such as building copper cable splices, trenching, site excavation, concrete pad 

construction, electrical power installation, and inspection.  

46. Bell's real complaint appears to be that the "detailed cost information" was not 

compelling enough to be accepted by the Commission.  

47. Bell contends that the Commission's observation that "a significant portion of the 

FTTN DSLAM labor costs is based on estimates from subject matter experts" is not 

correct. Primus notes that Bell made extensive use of SME input in the cost study. 

Regarding FTTN DSLAM labor costs, Bell filed the following evidence: 

The source of the Engineering and Installation costs associated with DSLAM 

technology in both studies is the Companies' SAP system.  The corporate average 

unit costs for Installation and Engineering were derived from a sample of 

representative jobs in SAP.  The Companies' SAP system records installation 

activities performed by Expertech as well as engineering work performed by the 

Companies' own network installation staff.  The Expertech installation contract is 

based on fixed prices to perform certain units (called billing units) of activity and 

does not specifically reflect the time it takes to perform a certain activity.  For 

example, for installation work, in 2010 Expertech charged the Companies              

# per shelf, regardless of how long it took to perform that work. 

The Attachment contains a list of the Expertech billing units associated with 

installation of DSLAM technology.  The corporate average unit cost is developed 

by averaging the number of billing units per network installation contained in the 

SAP sample, for each configuration of DSLAM technology.  For Engineering work 

                                                 
35 Telecom Regulatory Policy 2011-703, paragraph 120. 
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performed by the Companies' own staff, only the total amount of labour associated 

with Engineering DSLAM equipment is tracked within the Companies' SAP 

database and is not available by specific activity.  However, through consultations 

with Engineering Subject Matter Experts in the Access Network group, it was 

possible to develop an estimate of Engineering time by individual activity. 36 

(Emphasis added) 

48. Primus notes that the Expertech information derived from the SAP system records is 

available "for each configuration of DSLAM technology" whereas for "engineering work 

performed by the Companies' own staff, only the total amount of labor associated with 

Engineering DSLAM equipment is tracked within the Companies' SAP database." It 

appears, therefore, that Bell relied heavily on SME estimates for FTTN DSLAM 

installation costs and for the estimates of time for each engineering activity identified 

in the interrogatory response. 

49. As noted earlier, on a number of occasions, the Commission has replaced costs 

developed from ILECs' Regulatory Economic Studies Manual. This is neither new nor 

prohibited. Since Bell does not dispute the fact that the Commission has the authority 

to make the change to the FTTN DSLAM costs, Bell’s contention that the Commission 

erred, by using a methodology different from the Bell’s Regulatory Economic Studies 

Manuals, is simply incorrect. 

50. Bell also takes issue with the Commission's decision that "the useful life of activities 

associated with the civil work portion of DSLAM labor costs will exceed the life 

estimate of the DSLAM equipment and can be expected to be similar to the useful life 

of copper cable (18 years)."37 The reasons Bell objects to the decision are similar to 

the reasons for the Commission's alleged errors in making changes to the FTTN 

DSLAM installation costs. Namely, that it is contrary to the process set out in the cost 

manuals, and that the use of another ILEC’s estimates is inappropriate. At the risk of 

repetition, Primus notes that the Commission is not under any obligation to adhere to 

the methodology set out in the ILECs' costing manuals, nor is the Commission 

prohibited from using another ILEC's estimates when, in the Commission's judgment, 

the estimates are more reasonable than those proposed by Bell. 

                                                 
36 The Companies(CRTC)06Apr11-1 TRP 2010-632 
37 Telecom Regulatory Policy 2011-703, paragraph 123. 
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51. The use of than 18-year life estimate is not an error in fact or law. Instead, it is the 

result of the Commission's review of a cost study filed and adjustments that are well 

within the Commission’s discretion to apply.  

52. Therefore, Primus submits that Bell has failed to demonstrate that there is substantial 

doubt as to the correctness of the Commission's determinations to adjust its DSLAM 

labour costs. Therefore, the Commission should dismiss the Bell's application to 

rescind this adjustment. 

Adjustment of the 5-year Study Period to a 10-year Study Period 

53. In the proceeding that led to TRP 2011-703, Bell filed cost studies using five-year 

study periods. The Commission proceeded to  modify the cost studies to reflect a 10-

year study period, for the following reasons: 

The Commission notes that the ILECs’ economic study manuals state that the 

study period adopted for a service should capture the impact associated with the 

service’s major cash flows, including any associated start-up costs. The 

Commission considers that a shorter study period would not permit the significant 

start-up costs for the service (e.g. POI aggregation[36]and FTTN start-up costs[37]) 

to be spread over an appropriate life for these costs. The Commission further 

considers that a longer study period of ten years would reflect potential reductions 

in capital unit costs that may occur over the years due to technological 

advancements and increases in network usage.38 

54. The Commission also noted that the use of a 10-year study period would have the 

added benefit of a consistent time frame for ILECs and cable carriers, which offering 

similar wholesale high-speed services. 

55. Bell has a number of objections to the Commission's decision to use a 10-year study 

period. First, Bell claims that consistency "could have been equally achieved by 

selecting a five-year study period for both set of network providers." However, the use 

of a 10-year study period is consistent with the Commission's past determinations, 

whereas the use of a five-year study would not be consistent. In the proceeding 

leading to Telecom Order CRTC 2000-789, Terms and rates approved for large cable 

                                                 
38 Telecom Regulatory Policy 2011-703, paragraph 92. 



 16

carriers' higher speed access service, (“Order 2000-789”), two of the cable carriers 

proposed five-year study periods and two of them proposed seven-year study periods. 

The Commission determined that "reflecting its view of the access service's life 

expectancy, the Commission has adopted a study period of 10 years for each carriers' 

access services."39 It is also of interest to note that the rationale provided in Order 

2000-789 for a 10-year study period is fully consistent with the explanation in TRP 

2011-703 for the use of a 10-year study period. 

56. Bell also criticizes TRP 2011-703 because the Commission "failed to provide any 

support for its assumption that the use of a study period that was shorter than 10 

years would not permit significant start-up costs to be spread over inappropriate life for 

these assets." Primus notes that the Commission cited the ILECs' Regulatory 

Economics Studies Manual that states that the study period should capture the 

service's major cash flows, including start-up costs. It seems clear that if the Bell’s 

five-year study period was adopted, it would not capture the startup costs associated 

with Bell’s wholesale FTTN-based services introduced over a period in excess of five 

years. 

57. Primus also notes that, as noted by Bell, the Commission has no obligation to "provide 

any support for its assumption".40 Bell may not agree with the changes but the 

absence of justification on the part of the Commission does not make it an error that 

warrants a review of TRP 2011-703, let alone changing the 10-year study period. 

58. Bell also argues that a 10-year study period is inconsistent with prior Commission 

decisions. Among others, the Bell refers to Bell Canada's Online Voice Mail service, 

Hosted IP Voice service, SIP Trunking, and Voice Activated Dialing service.41 Primus 

questions whether voicemail and voice-dialing services are relevant comparisons to 

wholesale FTTN-based services. Primus notes that the Commission has used 10-year 

cost studies for other wholesale and interconnection services such as equal access 

start up costs (see Telecom Decision CRTC 2006-14), wholesale line-sharing services 

                                                 
39 Order CRTC 2000-780, paragraph 83. 
40 Part 1 Application by Bell Aliant Regional Communications Limited Partnership and Bell Canada to Review 
and Vary Telecom Regulatory Policy CRTC 2011-703, paragraph 46. 
41 Part 1 Application by Bell Aliant Regional Communications Limited Partnership and Bell Canada to Review 
and Vary Telecom Regulatory Policy CRTC 2011-703, paragraph 76. 
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(see Telecom Decision CRTC 2011-209), and TPIA services (see Telecom Order 

CRTC 2000-789). 

59. Bell's objections to the use of a 10-year study period are not new. The very same 

objections were identified and argued by Bell in the proceeding leading to TRP 2011-

703, and they have not submitted any new information or otherwise demonstrated that 

the Commission erred in selecting a 10-year study period for wholesale FTTN-based 

services. 

60. Primus submits that the Commission should deny the application to replace the 10-

year study period with a five-year study period. 

Conclusion 

61. While it is explicitly clear that Bell does not agree with the changes to the cost studies 

made in TRP 2011-703, Bell’s application fails to demonstrate that there is substantial 

doubt as to the correctness of TRP 2011-703. Accordingly, for all of the reasons set 

out in this intervention, Primus respectfully request that the Commission deny the 

Bell’s R&V Application in its entirety. 

Yours truly, 

 
Christopher K. Hickey 
 
Cc:  Distribution List  
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