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1.0 Introduction

1. Pursuant to the revised process set out in the Commission staff letter dated 
22 March 2012 (the Staff Letter), MTS Inc. and Allstream Inc. (collectively, 
MTS Allstream) are in receipt of comments and responses to requests for information 
filed by Bell Aliant Regional Communications, Limited Partnership and Bell Canada 
(collectively Bell), the Canadian Network Operators Consortium Inc. (CNOC), 
Primus Telecommunications Canada Inc. (Primus), Shaw Cablesystems G.P. (Shaw), 
Cogeco Cable Inc. (Cogeco), Quebecor Media Inc. (Quebecor), 
Rogers Communications (Rogers) and Vaxination Informatique (Vaxination), and 
provides these reply comments to the Part I Application filed by CNOC on 
4 January 2012. 

2. In these reply comments, MTS Allstream will address both: 1) CNOC’s proposal for 
dynamic allocation and 2) Bell’s comments regarding realm splitting and the interim 
solution set out in Telecom Decision CRTC 201260, Implementation date for the capacity 
model approved in Telecom Regulatory Policy 2011-703, 27 January 2012 (TD 201260). 

3. Specifically, MTS Allstream will argue that CNOC’s proposal for dynamic allocation is 
unnecessary and will only add costs to independent internet service providers (ISPs) for 
little short-term gain. 

4. MTS Allstream will also refute Bell’s claims that realm splitting is a logical outcome of 
Telecom Regulatory Policy CRTC 2011703, Billing practices for wholesale residential 
high-speed access services, 15 November 2011 (TRP 2011703).  Bell is attempting to 
manipulate the regulatory environment to enhance its profits and preclude competition 
rather than to meet the Commission’s objective of developing cost-based tariffs that 
ensure independent ISPs have the flexibility to bring pricing discipline, innovation and 
customer choice to the market. 

2.0  CNOC request for dynamic allocation

5. In its application, CNOC requested the Commission direct MTS Allstream and a number 
of other incumbent carriers to make certain changes to their wholesale residential high-
speed access service tariffs approved in TRP 2011703.  
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6. With respect to MTS Allstream’s Very High-Speed Digital Subscriber Line (VDSL) 
Access Service (VDAS Service) tariff, CNOC is seeking the following:

i) The ability to use the same 1 Gbps interface port for both VDAS Service and 
MTS Allstream’s legacy Asymmetric Digital Subscriber Line (ADSL) Data Access 
Service (ADAS Service);

ii) The ability to purchase capacity that is allocated dynamically to one or more 
interfaces; and 

iii) To obtain additional network capacity in real time or no later than two business 
days after such a request is made by an ISP.

7. MTS Allstream’s 13 February 2012 comments and these reply comments reiterate that 
the network modifications sought by CNOC would force MTS Allstream to incur 
considerable costs simply to provide independent ISPs with underlying facilities and 
capabilities that MTS Allstream does not use to provide internet access services on a 
retail basis.  Further, with respect to the ADAS Service, these facilities and capabilities 
would only be needed for a very limited period of time.    

2.1 ADAS/VDAS Interface

8. As stated in its initial comments and depicted in the Attachment to MTS Allstream
(CRTC)14Jul11-1 TNC 201177, filed in response to a request from Chairman von 
Finckenstein at the oral hearing for TNC 2011771, MTS Allstream’s ADAS and VDAS 
services do not share the same network equipment.  MTS Allstream does not use the 
same network interface to offer its retail customers high speed Internet access services 
over ADSL and VDSL.  
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9. Over time, consumer demand for higher speed services will drive independent ISPs to 
migrate from MTS Allstream’s ADAS Service to VDAS Service, rendering the network 
modifications required to accommodate CNOC’s request obsolete.  CNOC’s 
internetworking request would force MTS Allstream to incur additional costs, costs that 
would have to be recovered through the rates charged for the VDAS Service, although 
the internetworking would only benefit independent ISPs during their migration from 
ADAS to VDAS. 

2.2 Dynamic Allocation

10. As is the case with its retail high-speed Internet access services, MTS Allstream’s VDAS 
Service is a “best effort” service that directs end-user traffic through specific individual 
gateways.  The traffic of each end-user from a particular independent ISP is directed to a 
specific and dedicated interface between MTS Allstream and the independent ISP.  At 
this time no independent ISP using MTS Allstream’s ADAS Service has more than one 
interface so the CNOC request to dynamically allocate capacity across more than one 
interface is strictly theoretical.  

11. Again the network modification required to permit the aggregation or allocation of VDAS 
Service and ADAS Service traffic across a single physical port for each ISP and/or to 
allow for the possibility of capacity sharing between interfaces would take time and result 
in additional new costs.  These additional costs would increase the rates charged to 
independent ISPs.  At this time it is not even clear if, or the extent to which, independent 
ISPs would avail themselves of this functionality after the time and expense of the 
network changes were borne by MTS Allstream. 

2.3 Unreasonableness of real-time provisioning

12. While MTS Allstream is committed to fulfilling independent ISPs’ requests for additional 
units of capacity on a timely basis, it is unrealistic to expect real time provisioning of 
capacity.  

13. Generally, about one week is required to add additional capacity to an existing 
Very High-Speed Aggregated High-Speed Service Provider Interface (V-AHSSPI). If the 
request for capacity is accompanied by a request for a first or additional V-AHSSPI, up 
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to 30 days would be required.  The activities involved to create a new virtual local-area 
network (VLAN) with each V-AHSSPI were provided in Attachment 2 to MTS Allstream
(CRTC)6Jan12-1 VDAS.

14. MTS Allstream submits that the costs of implementing the CNOC proposal would far 
outweigh the benefits. This is particularly the case considering the fact that customer 
demand for higher speed service will ultimately result in migration of all competitor ISP 
end-users to MTS Allstream’s VDAS Service and CNOC’s proposed remedies will be 
rendered obsolete.  For these reasons MTS Allstream submits that CNOC’s requests for 
shared interfaces across MTS Allstream’s ADAS and VDAS services, dynamic allocation 
and real-time capacity changes, should be denied.

3.0  Bell’s realm splitting is unnecessary and inefficient

15. Contrary to Bell’s assertions, realm splitting is not the most logical solution to 
implementing capacity based billing (CBB)2 and realm splitting between residential and 
business end-users is both new and unique3.  Bell’s realm splitting is driven solely by the 
level of Bell’s capacity charge in its residential tariff and the extraordinarily high mark-up 
in the access charges for its business services. 

16. Bell’s own history and the manner in which the rest of Canada’s incumbent local 
exchange carriers (ILECs) provision their A/VDSL services clearly demonstrate this fact.  
While ISPs have previously established different realms using VLANs in the form of an 
A/VHSSPI to add incremental capacity, Bell is the first incumbent carrier to try to force 
independent ISPs to realm split their residential and business end-users into separate 
interfaces.  

17. Indeed, pre-CBB Bell itself did not force independent ISPs to separately acquire capacity 
to serve its residential and business end customers.  Both residential and business 
users were provisioned over the same AHSSPI.  Further, no other network providers, 
including MTS Allstream, TELUS or any of the cable carriers, have split their traffic into 
different residential and business realms, post TRP 2011-703.  Realm splitting is not the 
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“most logical solution”, on the contrary, it is an inefficient form of network provisioning, 
forcing ISPs to obtain, and Bell to provide, additional network equipment where none is 
needed, adding costs for all parties.  

3.1 Penalties vs. investment in networks to meet peak capacity demand: Bell is 
confused

18. From its comments filed 14 February 2012, it is clear 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 the 
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.   

19. The CBB model approved in TRP 2011-703 is fundamentally different from usage based 
billing (UBB), 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 Aggregated Volume 
Pricing (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.

20. 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, plus a 
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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21. Understanding this shift from economic penalties to cost-based compensation is 
important when examining Bell’s proposals and comments.

22. Unfortunately, Bell’s proposed rates under UBB, AVP and CBB (Table 1), are consistent 
with their belief that CBB is a form of economic ITMP or usage penalty, meant to control 
an ISP’s end-user consumption rather than more than fairly compensate Bell for that 
consumption.  Indeed, each of Bell’s proposals has steadily increased the cost users 
would have to pay for usage.  What is becoming evident is that Bell’s prime interest is 
not to ensure that it is properly compensated to meet demand but to increase its 
revenues and margins. 
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Table 1. Bell wholesale residential service 16 Mbps, per 1 Gbps interface port (assumes 1000 
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Access 
rate
[a]

Assumed 
appropriat
e access 

rate 
without 
usage/ 

capacity
[b]

Calculated 
capacity 
cost per 

user 
embedded 

with 
access 

rate
[c=a-b]

Proposed 
Capacity 
charge 
(AVP or 
CBB)

[d]

Capacity 
charge 

per user
[e]

Interface 
cost (1 

Gb 
AHSSPI)

[f]

Assumed 
Interface 

cost 
without 
usage/ 

capacity
[g]

Calculated 
capacity 
cost per 

user within 
interface 

rate
[h=(f-g)/

#of users]

Estimated 
Total 

capacity 
charge 

per user
[c+e+h]

% 
increase 

in 
capacity 
charge 

relative to 
pre-CBB

Bell pre-
CBB $42.22 $24.98 $17.24 $1800 $200 $1.60 $18.84

Bell UBB 
proposal 
(assume 
avg. user 
incurs no 
overage 
charges)

$58.51 $24.98 $33.53 $1800 $200 $1.60 $35.13 86%

Bell AVP 
proposal 
(assume 
user 
consumes 
60 GB/mo)

$47.69 $24.98 $22.71 $200 per 
1000 GB $12.00 $1800 $200 $1.60 $36.31 93%

Bell CBB 
proposal $47.69 $24.98 $22.71

$2,213 
per 100 
Mbps

$22.13 $1800 $200 $1.60 $46.44 146%

Bell post-
CBB $24.98

$2,213 
per 100 
Mbps

$22.13 $1800 $200 $1.60 $23.73 26%
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3.2  Capacity is capacity: Bell is “gaming” the system

23. Through the introduction of UBB, AVP, and now the creation of two different tariff 
structures for residential and business services, Bell has attempted to game the system 
at every turn.  Bell has complicated and twisted the regulatory regime to extract 
exorbitant rates for wholesale DSL services and limit competition. 

24. In paragraph 19 of Bell’s comments, Bell attacked the Commission’s interim solution and 
its 10% discount for ISPs who choose to pay the capacity cost instead.  

The CBB on Business Model allows ISPs who decide not to split their traffic to benefit 

from a 10% discount for their business end-users to account for what the Commission 
referred to as “potential double-counting for business usage”. However, the Companies 

believe there is no such double-counting of usage. (emphasis added)

25. To suggest there would be no double counting of usage is ludicrous.  

26. In Bell TN 6767A Attachment 1, 8 February 2004, Bell stated its GAS ADSL Access 
service included “the cost of a PVC between the ATM switch/concentrator serving the 
end-user and a Broadband Access Server (BAS) required to aggregate High Speed 
Service Provider (HSSP) traffic, and, the cost of the PVC from the BAS to the ATM 
switch closest to the HSSP point of interface.”4  And “For each 3 Meg customer, it is 
assumed that the Company would provision 50 kbps of bandwidth on the ATM network, 
while for each 4 Meg customer it would provision 65 kbps of bandwidth.”5   There is 
clearly usage built into Bell’s business access rates.  

27. Moreover, if an ISP having both residential and business customers decides to use a 
single realm and provisions a given amount of capacity under the CBB model, and its 
business traffic does not require any additional capacity, then the ISP’s business traffic 
does not add any additional costs to Bell.  Further this is exactly the kind of efficient 
provisioning that should be encouraged by the “flexibility” objective within TRP 2011-703:
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“The Commission considers that each of the proposed wholesale billing models that 
includes separate charges for access and usage provides a significant increase in 

flexibility over a per-customer wholesale UBB model, since the independent service 
provider would be billed for the aggregate usage of all its customers.  Therefore, under 

any of the proposed models, the independent service provider would have the flexibility to 

design and price its own retail services.” 6   

28. What Bell is really saying, is it wants to be double-paid for the same usage.  For the ISP 
that does not require additional capacity for its business customers under the interim 
solution, the ISP is already paying the real cost of capacity plus a significant mark-up 
through the capacity increments it has already purchased for its residential users.  Bell 
wants the ISP to pay for superfluous capacity for its business customers, even though 
the ISP does not require it and the business end-customers add no additional costs to 
Bell. 

29. Bell argues, “in setting a rate for business access excluding the usage component, the 
Commission must ensure that the resulting rate is revenue neutral compared to the 
revenue generated from the existing approved business rate for both Fibre-to-the-Node 
(FTTN) and legacy GAS…”7 but it is unclear to MTS Allstream when the Commission 
ever determined one of the principles of the CBB debate was to ensure Bell is 
guaranteed a specific margin or for that matter revenue increases.  

30. Consider a second scenario of an ISP with both business and residential customers that 
chooses to provision using a single realm, but does in fact need to purchase additional 
capacity for its business customers.  Or a third scenario of a competitor ISP that serves 
only businesses, such as MTS Allstream.  In these scenarios, if Bell has its way and 
eliminates the 10% reduction in wholesale business access rates for “double counting”, 
the ISP will be unambiguously paying multiple times for capacity, once through its 
capacity charge, secondly through its business access rate and third through the 
capacity charge embedded in its interface. 

31. The stated goal of TRP 2012-703 is that the billing models ensure independent ISPs are 
able to bring pricing discipline innovation and choice while not interfering with a network 
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providers incentive to invest. This is best achieved through simple transparent rates that 
reflect the cost of the network provider to provision to peak.  Bell’s goal is obfuscation 
rather than simplicity and market dominance rather than competition.  Even with the 
interim solution, Bell is trying to game the different models to enhance its profits and 
preclude competition.  

3.3  Realm splitting 

32. For wholesale DSL access services, regardless of whether the end customer is 
residential or business, one end begins with an access component, is followed by a 
transport component, and ends with aggregation and a hand-off to competitors using an 
interface (Figure 1). 

33. The access components for residential and business customers are effectively the 
same, the data transport travels the same network trunks, is aggregated by the same 
network equipment, and is then handed off to the competitor using the same interface.  
In fact, prior to TRP 2011-703 (hereafter called “pre-CBB”), under the flat-rate model, this 
is how the wholesale DSL tariffs were structured and costed (Figure 2).  Although 
business access tariffs had (and currently have) higher mark-ups, the interface rate 
(which includes the portion of the capacity costs that was not captured in the access 
rate) was the same regardless of whether the end-users were residential or business. 
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34. This makes sense given both residential and business data traffic shared run over the 
network.  In this way the flat rate model accounts for the fact that capacity acquired by 
an ISP can be used to serve both its’ residential and business end-customers. 

35. The major difference between the flat-rate and CBB model is that rather than recovering 
the costs of capacity through both the access and interface charges, ILECs can charge 
explicitly for capacity in 100 Mbps increments.  The new CBB tariff model contains three 
rates, one to separately cover the cost of each: access, transport (usage/capacity) and 
interface or port costs (Figure 3).  

36. In other words, the only difference between the flat-rate and the capacity-based tariff 
structure is the allocation of the usage/capacity costs.  While the tariff model changed, 
the network did not. 
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37. Since the only difference between the flat-rate and the capacity-based models is the 
allocation of transport/capacity costs, there is no need to force ISPs to realm split and 
separate residential and business users (Figure 4).  

Figure 4.

38. Taking Bell’s 16 Mbps service as an example, what becomes clear when Bell’s flat-rate 
business tariff and its CBB residential tariff are compared, is Bell’s end-to-end wholesale 
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residential service revenues of $48.91 per user now surpass its business rate of $42.50 
per user8. 

39. This is remarkable given the very high mark-ups on Bell’s wholesale business rates 
relative to it’s residential rates.  Where Bell’s wholesale residential rates reflect an 
estimated 40% mark-up from cost9, Bell’s wholesale business access rates are likely 
over 100% (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

Bell 
(post TRP 

2011-703/704)

Wholesale 
Residential 

Access Rate

Estimated 
Residential 

Margin

Estimated 
actual cost to 

Bell per 
access

Wholesale 
Business Access 

Rate

Wholesale 
Business Access 

Rate minus 
implicit capacity*

Estimated 
business 
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 (FTTN) $24.84 40% $17.74 $38.54 $34.69 95%

16 Mbps (FTTN) $24.98 40% $17.84 $40.70 $36.63 105%
* Assume implicit capacity charge in Bell’s wholesale access rate is 10%, consistent with TD 2012-60.

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

40. For each carrier, the cost of provisioning wholesale residential and business services are 
the same and it is for this reason MTS Allstream has no differentiated wholesale 
residential and business access tariffs, nor do any of the cable providers.  Nor, prior to 
2011, did TELUS have any differentiated wholesale residential and business access 
tariffs.   

41. The current inflated business mark-ups are inconsistent and contrary to the Policy 
Direction and the principle that the Commission, in exercising its powers and performing 
its duties, should rely, to the maximum extent possible, on market forces. 

i. Rely on market forces to the maximum extent feasible as the means of achieving the 

telecommunications policy objectives, and 
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ii. When relying on regulation, use measures that are efficient and proportionate to their 
purpose and that interfere with the operation of competitive market forces to the 

minimum extent necessary to meet the policy objectives. 10

42. It is not the mandate of the Commission to ensure Bell, or any other ILEC, receives 
higher profits from the business market relative to the residential market.  In fact it is 
contrary to the Commission’s mandate to arbitrarily limit choice in one or both market 
segments simply to guarantee Bell a certain margin.

43. The Commission’s primary mandate is to promote competition, allowing the market to 
innovate and determine prices in the retail market, whether it is 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 Canada’s business market 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.

44. Indeed the business high-speed internet market in Bell territory is in need of greater 
competition.  At the retail level, Bell currently offers its 16 Mbps business high-speed 
internet service for approximately $90 per month11.  The actual cost of provisioning the 
end-to-end service is likely lower than $30 per month, meaning a Bell profit margin of 
greater than 200%. 

45. The ultimate losers in this process would be Canadian businesses.  The end result 
would be fewer competitor ISPs, higher prices and less choice.  Canadian businesses 
deserve better.

46. MTS Allstream submits Bell’s wholesale business access mark-up should be reduced to 
match the mark-up for residential services.  

3.5 Bell’s residential capacity rate is unjustifiably high
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47. In paragraph 7 of its 14 February 2012 comments, Bell noted, “that the revenues they 
can expect under the CBB model (combining the revenues from the access rates and 
those of the capacity increments ISPs will order) are actually less than the revenues they 
were obtaining before.”12

48. This is false.  Bell’s own assumptions and its’ pre and post-CBB rates show that, all else 
being equal, Bell is growing its revenues not decreasing them (Table 3).  Even though 
Bell’s pre-CBB GAS tariffs compensated for its’ costs plus a healthy mark-up, post-CBB 
Bell is now clearly making more. 

49. Further, as usage increases over time, the gap between Bell’s pre and post CBB rates 
will increase. 

Table 3. Bell wholesale residential rates, per 1 Gbps interface port Table 3. Bell wholesale residential rates, per 1 Gbps interface port Table 3. Bell wholesale residential rates, per 1 Gbps interface port Table 3. Bell wholesale residential rates, per 1 Gbps interface port Table 3. Bell wholesale residential rates, per 1 Gbps interface port Table 3. Bell wholesale residential rates, per 1 Gbps interface port Table 3. Bell wholesale residential rates, per 1 Gbps interface port 

 Access rate Access costs 

Capacity cost 
($2,213 per 100 

Mbps 
increments)

Interface cost 
(1 Gb AHSSPI)

Total 
monthly cost

Total cost per 
user/month

Bell 16 Mbps FTTN* 
wholesale residential 

pre-CBB $42.22 $42,220 - $1800 $44,020 $44.02
Bell 16 Mbps FTTN * 
wholesale residential 

post-CBB $24.98 $24,980 $22,130 $1800 $48,910 $48.91
*  Assumes 1000 end-users per 1 Gbps interface port (16 Mbps service)13.

50. The source of this increase is multilayered:

51. First, Bell is charging for capacity twice.   With the introduction of the new capacity 
charge, the end-to-end provisioning cost for wholesale services was divided into three 
distinct groups: access, transport/capacity and the interface.  As Bell chose the capacity-
based model for residential services, its new capacity charge should thus have been 
stripped out of both its former access charge as well as its AHSSPI interface charge.  
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12  Bell comments, 14 February 2012, paragraph 7.

13  In a Response to Undertaking in Bell (CRTC)18Jul11-9 TNC 2011-77, Bell was asked to perform a 
comparison of its retail margins.  In this Response to Undertaking Bell used an assumption of 1000 16 Mbps 
end-users on one 1000 Mbps interface.  



Bell however, has not done so and thus is being compensated twice for the same 
capacity.  

52. The evidence of Bell’s double compensation is clear when comparing MTS Allstream’s 
and SaskTel’s AHSSPI interface rates with that of Bell.  Under Bell’s Gateway Access 
Service (GAS) tariff,14 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 interface rate of 
$105.72 approved for MTS Allstream’s 1 Gbps AHSSPI.  The equipment is the exact 
same yet Bell’s costbased rates are 17 times more expensive than MTS Allstream’s and 
six times more expensive than SaskTel.  There is absolutely no reason for such 
discrepancies.  

53. Secondly, Bell’s new capacity rate is unjustifiably high, reflecting a per GB rate contrary 
to the Commission’s findings in TRP 2011-703 against Bell’s AVP model, and according 
to Bell’s own cost evidence. 

54. 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 
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.”15 (emphasis 
added)

55. In other words, Bell’s costing is based on a coefficient converting GB to Kbps peak 
capacity.  This is contrary to the Commission’s findings in TRP 2011-703 when the 
Commission rejected Bell’s 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, 
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14  Bell General Tariff Item 5410, paragraph 4(f)

15  TheCompanies(CRTC)15Sep10-104 TRP 2010-632 Supplemental, 20 April 2011, response to question a).



with the result that network providers might be overcompensated or undercompensated 
by the independent service providers.16

56. A GB to Kbps capacity conversion is inaccurate and does not really 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.    

57. Further, Bell’s own evidence also demonstrates that it is charging at least twice what is 
required to recover its’ costs plus an appropriate mark-up.  In response to                    
The Companies(CRTC)13Jun11-1 TNC 2011-77, Bell provided a proposed cost-based 
rate per GB of $0.182 per GB per month.  This rate includes a significant mark-up for 
Bell.  

58. A cost-based rate of $0.182 per GB is equivalent to $1,105 per 100 Mbps increment 
according to Bell’s own data. This capacity rate of $1,105 is less than half the rate 
approved in TRP 2011703 (Table 4). 

Table 4. Bell’s “cost-based” capacity rate  Table 4. Bell’s “cost-based” capacity rate  Table 4. Bell’s “cost-based” capacity rate  Table 4. Bell’s “cost-based” capacity rate  Table 4. Bell’s “cost-based” capacity rate  Table 4. Bell’s “cost-based” capacity rate  

 

Bell estimated 
“cost-based 
rate” per GB

(a)

Bell estimated 
GB/mo per 16 

Mbps residential 
user 
(b)

Calculated 
capacity cost per 

16 Mbps 
residential user

(c)=a*b

Bell estimated 
capacity required at 
peak per 16 Mbps 

residential user
(d)

Calculated cost-
based rate per 100 

Mbps increment 
(e)=100*c/d

Bell 16 Mbps 
wholesale residential 

service $0.182 60.7 $11.05 1 Mbps $1,105
Bell approved capacity  

rate per 100 Mbps $2,213

59. Comparing Bell’s capacity costs for its 16 Mbps service, pre and post CBB, shows that 
Bell is now receiving $23.73 per user per month for capacity, whereas pre-CBB, Bell 
received approximately $18.84 per user per month, an almost 30% increase (Table 1).

60. At the end of the day, it is not rational to believe Bell’s cost to provision an AHSSPI 
interface is 17 times more than MTS Allstream.  Neither is it rational to believe Bell’s 
costs of provisioning capacity are 800% more expensive than MTS Allstream’s.  With 
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Bell’s economies of scale, it is much more likely that Bell can provision service far more 
cheaply than MTS Allstream. 

3.6 The interim solution is inappropriate for business

61. MTS Allstream submits, in no uncertain terms, that Bell’s business access rates remain 
far too high and the interim solution allowing competitor ISPs to reduce the business 
access rates it pays by 10% and instead pay the $2,213 per 100 Mbps increment for 
capacity, is even more expensive. 

62. Under the current flat-rate model, for Bell’s 16 Mbps wholesale business access service, 
a competitor ISP would pay approximately $42.50 per user, end-to-end (in comparison, 
in MTS Allstream’s ILEC territory, the same end-to-end service would cost $26.00 per 
user).

63. If a business-only competitor ISP, such as MTS Allstream, were to be forced to use the 
interim solution defined by TD 2012-60, the reduction in the business access rate from 
$40.70 to $36.63 for each user, would be swamped by the fact that MTS Allstream would 
have to pay $2,213 per 100 Mbps increment for capacity.  This exorbitant capacity fee 
would be charged despite the fact that business usage typically does not contribute to 
Bell’s actual peak capacity costs.  For 16 Mbps users the end-to-end user cost would 
rise from $42.50 per user under the flat-rate model to $60.56 (Table 5).  

Table 5. Wholesale rates, per 1000 users (16 Mbps service)Table 5. Wholesale rates, per 1000 users (16 Mbps service)Table 5. Wholesale rates, per 1000 users (16 Mbps service)Table 5. Wholesale rates, per 1000 users (16 Mbps service)Table 5. Wholesale rates, per 1000 users (16 Mbps service)Table 5. Wholesale rates, per 1000 users (16 Mbps service)

 
Access costs 

(1000)

Capacity cost (10 
x $2,213 for 10 x 

100 Mbps 
increments)

Interface cost  
(1 Gb 

AHSSPI)
Total monthly 

cost
Total cost per 
user/month

Bell 16 Mbps wholesale 
business (TRP 

2011-704) $40,700 - $1800 $42,500 $42.50
Bell 16 Mbps wholesale 

business (interim 
solution) $36,630 $22,130 $1800 $60,560 $60.56

64. MTS Allstream emphasizes, if Bell’s access, capacity and interface rates remain at the 
levels they are at today, under no circumstance would it be just and reasonable for the 
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Commission to charge an ISP with business-only, or predominantly business end-
customers, to pay Bell’s exorbitant wholesale residential capacity charge.  

65. If forced to pay Bell’s exorbitant capacity and interface charge, without a reduction in 
Bell’s wholesale business access rate (as Bell is advocating) an individual business 
commissioning service through a business-only competitor ISP would be 1) paying Bell’s 
exorbitant capacity charge when the business is not contributing to peak usage and thus 
peak costs, 2) paying an extraordinary mark-up for its business access contrary to the 
Policy Direction, 3) double-charged for capacity through the capacity charge embedded 
in Bell’s business access rate, and 4) triple-charged for capacity through the capacity 
charge embedded in Bell’s AHSSPI interface.  This outcome would be unacceptable.   

4.0 Conclusion

66. What has become clear from this proceeding is that Bell, through the 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. 

67. Examination of Bell’s own evidence filed in response to Commission interrogatories 
demonstrates that the margin Bell is seeking on residential and business wholesale DSL 
services is exorbitant and far in excess of the cost (plus a reasonable mark-up) to Bell to 
augment its network to meet peak capacity.  In addition it is clear from its access and 
interface rates for business and its $2213/100 Mbps rate for residential, Bell is 
overcharging for capacity in general. 

68. The objective of TRP 2012-703 was to ensure that the billing models used for wholesale 
DSL services provided ISPs with enough flexibility to bring pricing discipline, innovation 
and consumer choice to the market while not interfering with the network providers 
incentives to invest.  Exorbitant rates for capacity and artificial “retail” distinctions 
between residential and business wholesale DSL services impede the Commission’s 
stated objectives.     
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69. To remedy the issues with Bell’s business DSL service, made apparent by Bell’s 
TNs 7339/392, the interim solution and Bell’s evidence in this proceeding, MTS 
Allstream requests that with respect to business wholesale DSL services the 
Commission direct Bell to:

I. Reduce the mark-up on Bell’s wholesale high-speed access and interface rates 
to match those approved for its residential DSL service; and

II. Reduce the capacity component of the access and interface charges to the 
equivalent of $1105/100 Mbps on an interim basis, pending a review of Bell’s 
capacity costs and the allocation of these costs between its residential and 
business wholesale DSL services.  

70. With respect to the relief requested by CNOC, MTS Allstream submits that many of the 
problems identified by CNOC could be addressed if the Commission were to do the 
following: 

III. Direct Bell to file for Commission approval a revised rate for a stand-alone 1 
Gbps interface for wholesale residential DSL services, that does not  include a 
capacity charge and that reflects the Commissions determinations regarding 
mark-ups; and

IV. Reduce Bell’s rate for CBB to $1105/100Mbps increments to reflect its stated 
costs plus a mark-up on an interim basis pending the outcome of a review of 
Bell’s capacity costs and the allocation of these costs between its residential and 
business wholesale DSL services.

* * * End of Document * *
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