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Dear Mr. Traversy: 


Subject: Bell Canada and Bell Aliant Regional Communications, Limited Partnership 
Part 1 Application to Review and Vary Telecom Decisions CRTC 2013-72 and 
CRTC 2013-73 – MTS Allstream reply comments  


 


1. MTS Inc. and Allstream Inc. (collectively, MTS Allstream) are in receipt of a Part I 


Application dated 25 March 2013, filed by Bell Canada and Bell Aliant Regional 


Communications, Limited Partnership (collectively Bell) seeking to review and vary 


Telecom Decision CRTC 2013-72, Canadian Network Operators Consortium Inc. – 


Application requesting relief to address implementation of the capacity model approved 


in Telecom Regulatory Policy 2011-703 (Decision 2013-72) and Telecom Decision 


CRTC 2013-73, Canadian Network Operators Consortium Inc. – Application to review 


and vary Telecom Regulatory Policies 2011-703 and 2011-704 (Decision 2013-73), and 


hereby provide the following comments.  


2. In its application Bell has sought two variations of the Commission: 


i. that Bell be able to retain the flexibility to choose between flat rate billing and 


capacity based billing (CBB), for its wholesale business and residential high-speed 


internet (HSI) customers, rather than apply the same model consistently; and 


 


ii. that the markup applied to Bell’s wholesale business fibre-to-the-node (FTTN) HSI 


services be “raised from 40% to 50% in order to properly maintain the Companies’ 
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[Bell] incentives to invest at the level they were under the previously approved 


markups..”1 


3. MTS Allstream submits that, for the reasons outlined below, both of Bell’s requests are 


unwarranted and should be denied.  


Markup on wholesale business HSI services 


4. In their responses to the proceedings stemming from Decision 2013-73, it is clear Bell 


and TELUS Communications Company (TELUS) are the only ILEC or cable carriers who 


object to the setting of equivalent residential and business rates for HSI services.  No 


other carriers, ILEC or cable, have made the claim that its markups for wholesale 


residential and business HSI services need to be different, nor made the argument that 


its markup is insufficient to compensate for its costs and enable continuing investment in 


network infrastructure.  Bell’s application provides no rationale for different markups, and 


provides no credible rationale that a 40% margin over cost is insufficient.  


5. Bell’s arguments fail to address the three key principles underlying Decision 2013-73, 


namely: 


– that there are essentially no functional or cost differences between wholesale 


residential and business HSI access services, whether they are legacy or fibre-


to-the-node (FTTN); 


– that the markup approved for wholesale residential HSI services appropriately 


compensates ILECs for their costs; and  


– that competition should determine retail prices and differentiated markups for 


wholesale business HSI services should not artificially interfere in the retail 


business Internet service market. 


                                                           


1
  Bell Part 1 Review and Vary Application Decision 2013-72 and Decision 2013-73, 25 March 2013, 


paragraph 2. 
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6. Through its comments it is tacitly implicit that Bell agrees that, 1) it does use essentially 


the same network components and incur the same costs irrespective of whether the 


wholesale HSI service is residential or business, and 2) Bell’s residential rate adequately 


compensates for its costs.   


 


7. Bell does not deny or provide any evidence to suggest the costs the Commission used in 


determining Bell’s rates are incorrect.  Nor does Bell provide any evidence that its 40% 


markup on FTTN wholesale residential HSI services provides inadequate compensation 


for its costs or is an insufficient incentive to invest.   


 
8. Bell’s argument that lower wholesale business rates would reduce its overall revenue is 


irrelevant and should be dismissed.   Bell’s proposed solution, to raise the markup to 


50% for both residential and business services is illogical and without foundation.  At no 


time has the Commission determined that its pricing for HSI should be based on 


maintaining a specific revenue outcome for individual carriers.   


 
9. Indeed, Bell knows this.  The methodology to determine wholesale HSI rates has been 


agreed by all participants.  In its comments to Telecom Notice of Consultation 


CRTC 2013-80 Review of outstanding wholesale high-speed access service issues 


related to interface rates, optional upstream speed rates, and modem certification 


requirements (TNC 2013-80), Bell noted that all parties, including Bell itself, “...agreed 


that rates for wholesale high-speed access services should be based on cost plus a 


reasonable markup”2.  The maintenance of Bell’s aggregate revenues has never been a 


pricing principle. 


 
10. In fact, Bell inevitably acknowledges this when it effectively rejects its own arguments 


and amends its request to the Commission to only ask for a 50% markup on wholesale 


business services, and not residential services.  Bell acknowledges that it does not need 


to be made whole on its aggregate revenues and it does not need to maintain its 


aggregate revenues to maintain its incentive to invest, in contrast to its own request 


within the review and vary application, i.e. to raise its wholesale markup “from 40% to 


                                                           


2
  Bell comments to TNC 2013-80, paragraph 3, 25 March 2013. 
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50% in order to properly maintain the Companies’ [Bell] incentives to invest at the level 


they were under the previously approved markups..”3 [emphasis added]  


 
11. Bell admits in its own application that it does not need to be maintained whole, it simply 


seeks a higher margin for wholesale business services, but not residential services.  To 


support this demand, Bell provides no rationale, nor any evidence that the Commission 


has erred in fact or law.   


 
12. In Decision 2013-73, the Commission has determined that ILECs residential and 


business HSI services are essentially the same, markups of 30% (for legacy HSI) and 


40% (for FTTN HSI) are appropriate to compensate ILECs for their costs, and there is no 


rationale to maintain different markups for wholesale residential and business services.  


Retail competition should determine retail prices, not artificially set markups by the 


Commission.  This has been accepted by all other ILECs and cable carriers without 


objection.  


 
13. The Commission has rejected Bell and TELUS’ argument that inflated wholesale 


business rates existed to cross-subsidize wholesale residential rates.   


 
14. The Commission has similarly rejected Bell’s claim that there are differences between 


the residential and business HSI services Bell provides, “such as the level of support 


provided to the types of HSA [high speed internet access] services and the value given 


services by end-users”4.  This is already considered in the Commission’s determinations 


in Decision 2013-73.  The only difference between Bell’s Gateway Access Service 


(GAS) and its more dedicated High Speed Access service is capacity.  The access costs 


for Bell’s residential and business GAS and High Speed Access services are the same 


and for this reason the Commission set the same access rate for Bell’s FTTN GAS and 


FTTN High Speed Access services.  


 


                                                           


3
  Bell Part 1 Review and Vary Application Decision 2013-72 and Decision 2013-73, 25 March 2013, 


paragraph 2. 
4
  Bell comments to TNC 2013-79, paragraph 13, 25 March 2013. 
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15. Bell’s tired argument that the reduction in rates for its wholesale business HSI services 


will slow the pace of investment and innovation is false.  No other carrier, cable or ILEC, 


has made this claim.  All have the same rates for residential and business services, 


legacy and advanced, yet no one else has claimed that the determined markups on 


wholesale HSI services will slow the pace of investment in next-generation networks. 


16. It is customers and competition that will truly drive the incentive to invest in next-


generation services.  Incumbents made the same tired argument about risks to 


investment and innovation when opposing the federal government’s 2008 Advanced 


Wireless Services (AWS) spectrum auction –support for competitive providers in the 


form of mandatory roaming and tower sharing would stifle the incentive for incumbents 


to invest.  But it was the opposite that has proven true – it was heated competition 


between Bell, Rogers Communications Partnership (Rogers) and the new entrants that 


drove billions in new investment.  To maintain its customer base and grow, Bell could not 


simply exist on its legacy wireless network.  To compete with Rogers and the new 


entrants, Bell needed to offer higher speeds, better, more innovative services, match 


market-driven prices and, therefore, invested in third and fourth generation (3G and 4G) 


technologies.  It is competition that drives the incentive to invest.  Secure incumbency 


and barriers to competitive entry are in fact, the death knell for investment and 


innovation.   


17. MTS Allstream submits Bell’s request to increase its wholesale business markup should 


be denied.  Bell has failed to provide any evidence that the Commission erred in fact or 


law. 


18. What Bell has requested would in fact set a dangerous new precedent if approved.  If 


granted their increase in markup for its wholesale business HSI services, Bell’s request 


would trigger all carriers, ILEC and cable, to follow suit requesting new revisions to their 


wholesale business HSI rates in order to achieve similar “incentives to invest”.  Not only 


would these increases be unjustified, the result would be differentiated wholesale 


residential and business rates across the country, contrary to the Commission’s principle 
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of retail competition determining retail prices in the business HSI market, and contrary to 


the Policy Direction5.   


Pricing Model 


19. In its application, Bell argues that the Commission erred in fact when implementing 


Decision 2013-72 directing Bell to use one billing model in the provision of its wholesale 


HSI services.  Bell argues that business internet traffic occurs during the day and 


therefore, Bell does not need to charge for usage for business users.   Accordingly, Bell 


seeks the flexibility to use the flat-rate model for business users and argues that the 


imposition of one rate model is an overly intrusive regulatory measure.  


20. MTS Allstream rejects Bell’s argument that the single pricing model is an overly intrusive 


regulatory measure.  Indeed the truth is likely the exact opposite – allowing multiple 


pricing models for Bell is intrusive and unjustly burdensome for Bell’s wholesale 


customers.  To maintain Bell’s “flexibility”6, the Commission and all participants in the 


wholesale HSI services market must now debate and implement multiple regulated 


pricing models for wholesale HSI access, capacity and interface charges.   In addition, 


new rules will need to be developed with regards to realm-splitting, the need to 


segregate traffic across interfaces, and special considerations must be applied for 


independent ISPs that have both residential and business customers versus those with 


only residential customers versus those with only business customers.   


21. Such an approach is not efficient and proportionate to the purpose of wholesale HSI 


services and contradicts the direction to interfere to the minimum extent possible to meet 


the policy objectives.  


22. Further, Bell’s offer to keep its current legacy wholesale business HSI rates but retain 


the 10% discount on the access prices for business end-users of a wholesale customer 


                                                           


5
  P.C. 2006-1534, Order Issuing a Direction to the CRTC on Implementing the Canadian Telecommunications 


Policy Objectives, 14  December 2006. 
6
  Bell comments to TNC 2013-79, paragraph 19, 25 March 2013. 
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combining residential and business end-users as determined in Telecom Decision 


CRTC 2012-60, Implementation date for the wholesale high-speed access services 


capacity model approved in Telecom Regulatory Policy 2011-703, 27 January 2012 


(Decision 2012-60), is disingenuous.  Bell makes this proposal as if all customers of 


Bell’s wholesale business HSI services would receive the 10% discount but Decision 


2012-60 makes clear that only independent ISPs that have also purchased Bell’s 


capacity increments for both residential and business customers, at that time $2,213 per 


100 Mbps, would be eligible for the discount.  The discount was implemented to prevent 


Bell from charging twice for capacity, once in the capacity charge and a second time for 


capacity built into Bell’s wholesale business access rates.   


23. Bell’s real aim is to maintain a higher markup for its business services and to maintain 


the ability to segregate its traffic to identify business versus residential end customers.   


Bell is magnanimously offering with its 10% discount, to not charge independent ISPs 


twice for capacity, as long as it can keep its inflated business markup.  


24. For carriers like MTS Allstream who do not co-mingle residential and business services, 


no such discount would apply thus, resulting in the status quo – Bell’s largest business 


market competitor being forced to pay extraordinary markups, if approved, on wholesale 


business HSI services.  


25. The capacity charge determined by the Commission in Decision 2013-73, set the rate 


based on the cost of providing bandwidth capacity of incumbent networks at peak times, 


i.e. during the evenings when traffic is at its peak.  The Commission and carriers alike 


have acknowledged that business users’ traffic occurs largely during the daytime and 


this traffic does not put pressure on the network. 


26. Even Bell agrees, as evidenced by its statements that, “the Companies do not see a 


pressing need to charge for usage for business users” 7 and, “As noted by the 


                                                           


7
  Bell Part 1 Review and Vary Application Decision 2013-72 and Decision 2013-73, 25 March 2013, 


paragraph 8. 
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Companies before the House of Commons, businesses are active during the daytime 


period whereas bandwidth requirements on the Companies’ networks are highest during 


evening hours.”8 


27. By having Bell’s wholesale business customers provision the new capacity charge in the 


CBB model, Bell’s wholesale business customers will pay for capacity at peak capacity 


costs while not contributing to those costs.   


28. MTS Allstream commends Bell on its acknowledgement that it does not see a need to 


charge for usage for business users and would gladly accept Bell’s offer to eliminate the 


CBB capacity charge for MTS Allstream’s business customers.  


29. By Bell’s acknowledgement, business users do not contribute to Bell’s peak capacity, 


and thus there is no need to incorporate usage in a capacity charge or a flat-rated 


access charge from Bell.  Consequently, there is also no need to have the flexibility to 


move to a flat rate model for business users because business users need not pay for 


capacity.   


30. The introduced CBB model is adequate for both residential and business customers.  


Bell’s access charges for business users should be maintained at the rates set by the 


Commission in Decision 2013-73 for both residential and business users, without usage 


charges, and Bell’s capacity charge per 100 Mbps for wholesale business customers 


should be eliminated as they do not contribute to the peak.  This would be the most 


logical and most accurate wholesale pricing model reflecting business users’ cost impact 


on the provision of wholesale HSI services.     


Bell’s requests should be denied 


31. MTS Allstream submits Bell’s request to increase its wholesale business markup and its 


request to have the flexibility to apply a flat rate pricing model for business users should 
                                                           


8
  Bell Part 1 Review and Vary Application Decision 2013-72 and Decision 2013-73, 25 March 2013, 


paragraph 8. 
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be denied.  Bell has failed to provide any credible evidence that the Commission erred in 


fact or law in making its determinations on these matters. 


32. Bell has failed to address the Commission’s key principles that wholesale residential and 


business HSI services are essentially the same and have essentially the same costs, 


that the 30-40% markups granted by the Commission are perfectly adequate to 


compensate incumbents for their costs and maintain the incentive to invest, and that 


retail competition, not wholesale rates, should determine retail prices in the HSI 


marketplace.  


33. Bell’s proposals for increased markups and flexibility would in fact create a dangerous 


new precedent, would trigger considerably more regulatory intrusion and would 


contradict the Policy Direction.   


34. Indeed, the most logical extension of Bell’s arguments is to have one CBB pricing model 


for Bell, maintain Bell’s access rates determined by the Commission in Decision 2013-73 


for both wholesale residential and business end-users and reduce or eliminate Bell’s 


capacity charge for wholesale business customers.  


Yours truly, 


 
for Teresa Griffin-Muir 
Vice President, Regulatory Affairs 


c.c.: Justin To, MTS Allstream 613-688-4507 
Lynne Fancy, CRTC lynne.fancy@crtc.gc.ca 
Tom Vilmansen, CRTC tom.vilmansen@crtc.gc.ca 


 Parties to TNC CRTC 2013-79 
 


* * * End of Document * * *  






