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5 April 2012 by Access Key

Mr. John Traversy 
Secretary General
Canadian Radio-television and
  Telecommunications Commission
Ottawa, ON   K1A 0N2

Dear Mr. Traversy:

Subject: File Nos. 201202309 and 201202324: Part 1 Applications by Telesave and CNOC 
to review and vary TRP 2011703 and TRP 2011704  – MTS Allstream comments

1. MTS Inc. and Allstream Inc. (collectively, MTS Allstream) are hereby filing comments on 
the Part 1 applications submitted by Telesave Communications Inc. (Telesave) and by 
the Canadian Network Operators Consortium Inc. (CNOC) requesting that the 
Commission review and vary aspects of Telecom Regulatory Policy CRTC 2011703, 
Billing practices for wholesale residential high-speed access services, 
15 November 2011 (TRP 2011703) and Telecom Regulatory Policy CRTC 2011704, 
Billing practices for wholesale business high-speed access services, 15 November 2011 
(TRP 2011704).

2. In its application, which was posted to the Commission’s website on 5 March 2012, 
Telesave asks the Commission to limit the rate that TELUS Communications Company 
(TELUS) is allowed to charge for its wholesale business access at speeds from 1.5 to 
6 Mbps to $19.25 per month, the same rate approved in TRP 2011703 for wholesale 
residential accesses at the same speeds.  Alternatively, Telesave asks that the 
Commission retain the previous tariff structure for TELUS’ Wholesale Internet ADSL 
Service, CRTC 21462, Item 226 (WIA Service) or otherwise limit the allowed rate 
increase for business accesses at 6 Mbps or less to no more than 10%.  Underlying 
Telesave’s concern is the much higher mark-up allowed for business accesses, which 
were previously priced the same as residential accesses.

3. CNOC, in its 2 March 2012 application, also calls on the Commission to review the rates 
for wholesale business accesses provided by Bell Aliant Regional Communications, 
Limited Partnership (Bell Aliant) and Bell Canada (collectively, Bell) and TELUS.  In this 
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regard, CNOC notes that the business access rates approved for both Bell and TELUS 
are not just and reasonable since (i) the mark-up included in those rates is greater than 
the mark-up employed to set residential rates and (ii) the demand estimates used in the 
supporting cost study were inflated.

4. As well, CNOC questions the transparency of the tariff process that led to the rates 
approved in TRP 2011703 and TRP 2011704 and calls on the Commission to review and 
vary the capacity charge per 100 Mbps approved for Bell, and certain cable incumbents.  
CNOC also points to several other problems associated with Bell’s tariffs, including the 
fact that the monthly rate for Bell’s aggregated high-speed service provider interface 
(AHSSPI), i.e., the interface port between Bell’s network and an independent Internet 
service provider’s (ISP’s) network, is multiple times the rate charged by MTS Allstream 
or Saskatchewan Telecommunications (SaskTel) for the same interface.

High mark-ups for wholesale business services contradict the Policy Direction

5. MTS Allstream agrees with Telesave and CNOC that the business rates approved for 
Bell and TELUS are excessive and should instead reflect the same mark-ups as their 
corresponding residential rates.  There is no cost-based rationale for differentiating 
between residential and business services – the cost of provisioning a business access 
is exactly the same as the cost to provision a residential one.  Bell acknowledged as 
much in its cost study supporting the Gateway Access Service (GAS) rates filed in 
Bell Canada Tariff Notice (TN) 6767.  For example, in Attachment 1 to TN 6767A, Bell 
indicated that the monthly equivalent cost (MEC) for a GAS access, whether for 
residential or business service, was $17.03 at 3.0 Mbps and $17.70 at 4.0 Mbps.  
Included in these costs were 50 Kbps and 65 Kbps of peak capacity, respectively, for 
each access.

6. The differences in mark-up for Bell Aliant, in the Atlantic provinces, and TELUS, which 
use the flat rate model for both residential and business accesses, can be clearly seen, 
as shown in Table 1.
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Table 1: Residential vs. business access mark-upsTable 1: Residential vs. business access mark-upsTable 1: Residential vs. business access mark-upsTable 1: Residential vs. business access mark-upsTable 1: Residential vs. business access mark-upsTable 1: Residential vs. business access mark-ups
  Residential  Residential   Business  Business 

  Monthly 
Access Rate 

Estimated 
Mark-up

 Estimated 
MEC 

 Monthly 
Access Rate 

Estimated 
Mark-up 

Bell Aliant $30.27 40% $21.62 $39.06 81%
TELUS    
– 1.5 to 6 Mbps $19.25 30% $14.81 $30.73 108%
– 15 Mbps $32.72 40% $23.37 $43.43 86%

7. In its 28 March 2012 comments on the CNOC Part I Application requesting expedited 
relief to address implementation of the capacity model approved in TRP 2011703,1 
MTS Allstream also demonstrated the differences in mark-up between Bell’s Ontario and 
Québec residential access rates, which are based on the capacity-based billing (CBB) 
model, and its flat rated business accesses.  A complete  copy of MTS Allstream’s 
28 March 2012 comments is appended as Attachment 1 and the results of the mark-up 
comparison are summarized below in Table 2.

Table 2: Bell residential vs. business access mark-upsTable 2: Bell residential vs. business access mark-upsTable 2: Bell residential vs. business access mark-upsTable 2: Bell residential vs. business access mark-upsTable 2: Bell residential vs. business access mark-upsTable 2: Bell residential vs. business access mark-upsTable 2: Bell residential vs. business access mark-ups
 ResidentialResidential  BusinessBusinessBusiness

 

Approved 
Monthly 

Access Rate
Estimated 

Margin
Estimated 

MEC

Approved 
Monthly 
Access 

Rate
Access 

Only

Estimated 
margin for 

access only
0-5 Mbps (GAS) $14.11 30% $10.85 $27.00 $24.30 124%
6 Mbps (GAS) $14.11 30% $10.85 $26.00 $23.40 116%
10 Mbps (GAS-FTTN) $24.84 40% $17.74 $38.54 $34.69 95%
16 Mbps (GAS-FTTN) $24.98 40% $17.84 $40.70 $36.63 105%

8. The 2006 Policy Direction2 called on the Commission to rely on market forces to the 
maximum extent possible when exercising its powers and performing its duties.  When it 
permits higher mark-ups for wholesale business services than for corresponding 
residential services, the Commission runs directly counter to this admonition and is 
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actually interfering in the market forces at play in the retail market.  All that the higher 
mark-up accomplishes is to provide a margin guarantee to Bell and TELUS to the 
detriment of competition, competitors and, most particularly, Canadian businesses which 
must pay higher market rates as a result.

9. The Commission’s primary mandate is to promote competition, allowing the market to 
innovate and determine prices in the retail market, whether business or residential.   If 
the mark-up for wholesale residential access adequately compensates Bell for its costs 
and maintains the incentives to invest, then the same mark-up should be sufficient for 
business as well.  That Canadian businesses might be willing to pay more for high-
speed Internet services is for markets to decide and not artificially determined by the 
wholesale rates that competitor ISPs are charged.

10. Section 1.(b)(iv) of the Policy Direction also calls on the Commission, when relying on 
regulation, to ensure that measures relating to regimes for access to networks do not 
artificially favour either Canadian carriers or resellers.  Yet the margin guarantees 
provided when higher mark-ups are permitted for wholesale business services do just 
that – they favour the incumbent carriers that are allowed to price these services 
artificially high, while unnecessarily increasing competitors’ costs.

11. MTS Allstream submits that the Commission should vary the wholesale business rates 
approved for Bell and TELUS in TRP 2011704 to include the same mark-up approved for 
their respective residential accesses in TRP 2011703.  Artificial differences in the 
wholesale rates for residential and business services should be eliminated.

Bell’s residential capacity rate is unjustifiably high

12. At paragraph 59 of its Part 1 Application, CNOC states:

CNOC is not arguing that Capacity Rates should be set at levels that 
guarantee margins for competitors. However, when there are a number of  
reasons (described in this Part of the Application) to believe that existing 
Capacity Rates for Bell, Cogeco, Rogers and Videotron are too high and 
the impact of those rate levels is to suppress competition, the 

Mr. John Traversy
5 April 2012
Page 4 of 10



Commission needs to act and rectify the situation. Otherwise, those rates 
cannot be said to be just and reasonable.

13. In support of its contention that the capacity rates charged by Bell and certain cable 
incumbents are excessive, CNOC engaged Nordicity Group Ltd. (Nordicity), an 
international consulting firm specializing in economic and financial analysis, to undertake 
an analysis of incumbent costs underlying the CBB model.  The purpose of Nordicity’s 
analysis was to test the reasonableness of the incumbents filings that formed the basis 
of the capacity rates set out in TRP 2011703.  Nordicity recreated Bell’s network 
architecture based on an efficient, least-cost approach, using costs provided on the 
public record in Bell’s deferral account filings, by CNOC members that use the same 
type of equipment in their own networks, information from equipment manufacturers and 
Nordicity’s own experience, in order to do a bottom up cost analysis.3

14. A major conclusion of Nordicity’s analysis was that Bell’s wholesale capacity charge is 
“approximately four times the level of costs that would be incurred by an efficient, least 
cost network in providing 100 Mbps wholesale capacity.”4  Based on its analysis, 
Nordicity estimated that Bell’s capacity charge should be $493 per 100 Mbps, assuming 
a 26% mark-up.  Even if the upfront capital expenditures were to be doubled, Nordicity 
estimated that the wholesale capacity charge would only be about $880 per 100 Mbps – 
a far cry from the rate of $2,213 per 100 Mbps approved in TRP 2011703.

15. MTS Allstream concurs with CNOC’s conclusion that Bell’s new capacity rate is 
unjustifiably high, reflecting a per Gigabyte (GB) rate contrary to the Commission’s 
findings in TRP 2011703, and according to Bell’s own cost evidence. 

16. In response to The Companies(CRTC)15Sep10-104 TRP 2010-632 Supplemental, 
dated 20 April 2011, Bell outlined that it calculated its capacity costs by developing an 
Installed First Cost (IFC) per Kbps of peak period usage, and then calculated total 
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4  Nordicity, Analysis of Incumbent Costs Underlying Capacity‐based Billing of Independent ISPs, Final Report 
prepared for CNOC, 1 March 2012 (the Nordicity Report), paragraphs 4 and 26.



demand by estimating, “the average GB usage per end-user per month for each 
wholesale DSLFTTN speed and developed forecasts of this usage for each year of the 
study….the Companies then assumed that for every 1 GB of usage per month, the 

average user required   # Kbps of bandwidth during the peak period.”5 (emphasis added)

17. Bell’s costing is thus based on a constant coefficient converting GB to Kbps of peak 
capacity.  This is contrary to the Commission’s findings in TRP 2011-703 when the 
Commission rejected Bell’s Aggregated Volume Pricing (AVP) model:

…the Commission notes that the correlation between volume and peak 
traffic is based on forecast traffic patterns.  These traffic patterns can 
change over time due to factors such as new Internet applications and 
changes in pricing plans.  The Commission considers that if changes in 
traffic patterns occur, the relationship between volume and peak traffic 
that a network provider has developed for determining usage-based costs 
would change, with the result that network providers might be 
overcompensated or undercompensated by the independent service 
providers.6

18. A GB to Kbps capacity conversion is inaccurate and does not reflect true capacity costs.  
By charging per Kbps (or 100 Mbps increments) in the CBB model based on a constant 
GB to Kbps conversion coefficient, Bell is essentially charging on a per GB basis, as per 
its AVP proposal.

19. Further, Bell’s own evidence points out the fantastical nature of the $2,213 rate.  In 
response to The Companies(CRTC)13Jun111 TNC 201177, Bell provided a proposed 
cost-based rate per Gigabyte (GB) of $0.182 per GB per month.  When this is translated 
into a capacity-based rate, it is equivalent to $1,105 per 100 Mbps – less than half the 
approved rate, even though it includes a significant mark-up.

Table 3: Bell’s “cost-based” capacity rate per 16 Mbps residential end-userTable 3: Bell’s “cost-based” capacity rate per 16 Mbps residential end-userTable 3: Bell’s “cost-based” capacity rate per 16 Mbps residential end-userTable 3: Bell’s “cost-based” capacity rate per 16 Mbps residential end-userTable 3: Bell’s “cost-based” capacity rate per 16 Mbps residential end-userTable 3: Bell’s “cost-based” capacity rate per 16 Mbps residential end-user
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6  TRP 2011-703, paragraph 47



 

Estimated 
“cost-based 
rate” per GB

Estimated GB/
mo per 

enduser 

Calculated 
CBB rate per 

enduser

Capacity 
required at 
peak per 
enduser

CBB rate per 100 
Mbps increment 

(a) (b) (c)=(a)*(b) (d) (e)=100*(c)/(d)
16 Mbps wholesale 
residential service

$0.182 60.7 $11.05 1 Mbps $1,105

Approved capacity 
rate per 100 Mbps

$2,213

20. From its various comments and submissions in various recent proceedings, what is clear 
is that Bell is confused about the difference between economic Internet traffic 
management practices (ITMPs), i.e. economic penalties to reduce network consumption, 
and capacity based billing, i.e. a billing model that ensures: 

1) ISPs assume the business risk associated with their capacity utilization while 
having the flexibility to bring pricing discipline, innovation and choice to 
consumers in the retail market; and 

2) incumbent carriers can fully recover the cost of provisioning capacity to meet 
peak demand and continue to have the necessary incentives to invest.   

21. The CBB model approved in TRP 2011-703 is fundamentally different from Bell’s 
proposed usage-based billing (UBB) model, not only in its mechanism but in its 
approach to addressing network management for both the incumbent service provider 
and the ISPs purchasing capacity.  Whereas the UBB debate centred on short-term, 
reactive penalties (i.e. economic ITMPs) to curb users’ Internet consumption, CBB 
should reflect the cost Bell incurs to augment its network to meet peak demand.  After 
much debate, in the proceeding leading to TRP 2011703 it became evident that Bell’s 
UBB and AVP proposals did not reflect that cost, but rather were intended to inhibit the 
flexibility needed by ISPs to bring innovation and choice to the market.

22. TRP 2011-703 effectively ended the debate on economic ITMPs and instead 
implemented billing models that were designed to compensate network providers for the 
capacity used by an ISP.  If network providers are compensated for the true costs, 
including a reasonable mark-up, of provisioning to meet peak requirements, then there is 
no need for punitive economic penalties to curb Internet use. 
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Bell is charging multiple times for capacity

23. Not only is Bell capacity charge over stated, but as CNOC notes at paragraph 6 of its 
Part 1 Application, the fact that Bell’s AHSSPI charge is so much higher than the rates 
approved for MTS Allstream and SaskTel for similar interfaces points to the inclusion of 
usage (i.e., capacity) in the costs upon which Bell’s rate was based.

24. Under Bell’s GAS tariff, a 1 Gbps AHSSPI is priced at $1,800 per month, plus or minus 
$50 depending on the contract term.  This contrasts with the monthly 1 Gbps interface 
rates of $105.72 and $274.99 approved for MTS Allstream and SaskTel, respectively.  
Given that each of these companies uses similar, if not identical, equipment it simply is 
not credible that Bell’s costs can justify a rate that is 17 times more expensive than 
MTS Allstream’s and six times more expensive than SaskTel’s equivalent rates.  If 
anything, given its economies of scale, Bell’s costs should be lower than any other 
service providers.

25. Bell’s proposal to force independent ISPs to designate separate “realms” for residential 
and business traffic, if they wish to use a single AHSSPI port for both, is another attempt 
on Bell’s part to increase its capacity related compensation.  As MTS Allstream 
demonstrated in its 28 March 2012 comments on the earlier CNOC Part I Application, 
the result of Bell’s proposal would result in higher compensation to Bell at the expense of 
independent ISPs and their customers. 

26. Moreover, the mark-up included in Bell’s AHSSPI charge does not reflect the 
Commission’s determinations in TRP 2011703 regarding the allowed mark-up for 
wholesale high-speed access services.  Based on the cost information provided on the 
public record in the Bell TN 6767 proceeding, Bell’s AHSSPI rates include mark-ups that 
are well above those approved for MTS Allstream and SaskTel in TRP 2011703.

27. In addition to the relief sought by CNOC in regards to lowering the explicit capacity 
charge per 100 Mbps, Bell should be directed to file a revised cost study for its 1 Gbps 
AHSSPI that reflects only the cost of the 1 Gbps interface port and the mark-up allowed 
by the Commission for that component in TRP 2011703.
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CONCLUSION

28. What has become clear from this and related proceedings is that Bell, through its 
differential billing models and mark-ups for residential business wholesale DSL services 
is being vastly over-compensated.  Bell has introduced a great deal of complexity and 
rhetoric to the process to try to ensure that it receives a guaranteed margin for its 
wholesale services.

29. On an end-to-end basis, Bell claims that its wholesale residential costs are 40% greater 
than TELUS and nearly twice that of MTS Allstream (Table 4).

Table 4: Comparative wholesale residential rates, end-to-endTable 4: Comparative wholesale residential rates, end-to-endTable 4: Comparative wholesale residential rates, end-to-endTable 4: Comparative wholesale residential rates, end-to-endTable 4: Comparative wholesale residential rates, end-to-endTable 4: Comparative wholesale residential rates, end-to-end

 
Access 
costs

Capacity 
cost

1 Gbps 
Interface 

cost
Total 

monthly cost

Total 
monthly cost 
per end-user

Total 
monthly cost 
per end-user

Bell $24,980 $22,130 $1,800.00 $48,910 $48.91 $48.91 
TELUS $32,720 - $2,000.00 $34,720 $34.72 $34.72 
MTS Allstream $23,080 $2,810 $105.72 $25,996 $26.00 $26.00 

30. It is simply not credible that Bell’s costs are so much higher than those of its peers.  
Bell’s size gives it economies of scale and scope that should give it a cost advantage 
over other incumbents in provisioning its network.  

31. To remedy the issues with Bell’s wholesale residential and business DSL services, 
MTS Allstream requests that the Commission:

– Reduce the mark-up on Bell’s wholesale business high-speed access rates to 
match those approved for its residential service; 

– Revise Bell’s capacity charge per 100 Mbps to a level that is more realistic, in 
light of both Bell’s own evidence and in terms of consistency with the capacity 
charges approved for MTS Allstream and SaskTel, and that reflects the changes 
proposed in CNOC’s application; and  
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– Direct Bell to file a revised cost study for its 1 Gbps AHSSPI that reflects only the 
cost of the 1 Gbps interface port and the mark-up allowed by the Commission in 
TRP 2011703.

32. As well, MTS Allstream supports the requests of CNOC and Telesave to reduce the 
mark-up on wholesale business accesses provided by Bell Aliant and TELUS to the 
same level as on their wholesale residential accesses.

Yours truly,

for Teresa Griffin-Muir
Vice President, Regulatory Affairs

Attachment

c.c.: Justin To, MTS Allstream (613) 688-4507
Lynne Fancy, CRTC lynne.fancy@crtc.gc.ca
Yvan Davidson, CRTC yvan.davidson@CRTC.gc.ca
Tom Vilmansen, CRTC tom.vilmansen@crtc.gc.ca
Interested parties to TNC 201177
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