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April 14th, 2009

Mr. Robert A. Morin

Secretary General

Canadian Radio-television and
Telecommunications Commission
Ottawa, ON K1A ON2

Dear Secretary General,

Subject: Bell Canada Tariff Notice 7181 and Bell Aliant Tariff Notice 242, File No. 8740-B2-200904989

1. EGATE Networks Inc (EGATE) is a small Internet service provider (ISP) operating primarily in the Ontario region.

2. EGATE has several significant concerns regarding Bell Canada Tariff Notice 7181 and Bell Aliant Tariff Notice 242
filed with the Commission on March 13, 2009. This tariff notice stands to fundamentally change the way in
which competitors purchase services from Bell Aliant Regional Communications, Limited Partnership and Bell
Canada (collectively “Bell”) in Ontario and Quebec and as such requires significant consideration by the

Commission, the industry and consumers.

3. The Tariff in question has been filed in response to the directive of the Commission in Telecom Decision CRTC
2008-117 and the further clarifications of directive 2009-111 which required Bell to provide matching speed

requirements for wholesale Internet Services.

4. EGATE agrees with and fully supports the comments that have been submitted in this proceeding thus far by the
following parties: Distributel Communications Limited, Aventures en Excellence Inc (dba AEl Internet), Cybersurf
Corp., Execulink Telecom, MNSi Internet, Telnet Communications,, the Canadian Association of Internet
Providers and MTS Allstream Inc. Failure on the part of EGATE to address a specific comment or argument by
Bell et al. in TNs 242 and 7181 should not be construed as agreement with or acceptance of such comment or

argument where to do so would be contrary to the interests of EGATE.
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5. The response from Bell has failed to provide competitors with access to the port profiles that would allow them

to continue to offer a diverse choice of service offerings to Canadians, despite frequent requests to do so.

6. In addition to this failure to fulfill the Telecom Decisions in question, Bell has introduced a series of ‘minor
housekeeping changes’. These 'changes introduce a completely new framework for billing which Bell refers to as
“Usage Based Billing” or “UBB”. These changes will dramatically reduce the diversity of service offerings

available to consumers.
Impact on the Canadian Internet

7. EGATE notes that by allowing Bell to impose the same usage cap system on its wholesale product that it
currently imposes on its retail product both innovation and growth of the Canadian Internet will very likely be

artificially limited.
8. In Bell’s cover letter to this Tariff it states:

Indeed, the key drivers of rapidly increasing demand for Internet usage include entertainment video
from providers such as YouTube, Amazon, Netflix, Blockbuster and Apple; and business usage for
video conferencing. These and other growth factors currently, and will continue to, strain network

capacity

EGATE would note to the commission that these services present to Bell direct threats other then network
capacity. For instance Bell operates services in direct competition with Apple through its Bell Video store and
Sympatico MSN Music Service. It is difficult to imagine that Bell is not aware of the competitive influence these

services have on their overall strategy for Internet services.

9. EGATE would argue that usage based billing is less about reducing network congestion and more at taxing
services that directly compete with Bell’s traditional sources of revenue such as wireline voice and video

conference solutions.
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10. Such a billing model, if imposed, would eliminate the ability for wholesalers to differentiate their service
offerings from Bell’s retail service, and would effectively create a tax on services that allow consumers to obtain
TV episodes and movies from non-traditional broadcast providers that compete with delivery services such as

Bell ExpressVu.

Size and Cost to Download Media on iTunes for Users Over Usage Cap at 2 Megabit/s Speed

Type Description File Size Additional Cost
Movie Slumdog Millionaire 1.64 GB $2.46
Movie Frost/Nixon 1.72 GB $2.58
Movie Yes Man 1.23GB $1.84
Movie The Cable Guy 1.09 GB $1.64
TV Series The Hour with George 11.37 GB $17.05

Stroumboulopoulos (Season 5)

TV Series Law and Order: Criminal Intent (HD) 30.83 GB $22.50%*
(Season 7)

TV Series 24 (HD) (Season 7) 24.13GB $22.50**

TV Series House (HD) (Season 5) 28.51 GB $22.50**

TV Episode | Parks and Recreation (HD) (Pilot) 0.7 GB $1.05

** User would exceed “Maximum Usage Charge” on this download alone (source: iTunes Store)

11. Standard downloads from online services involving video easily exceed 1 gigabyte per movie or episode. In the

proposed tariff this effectively adds at least $1.87 in extra delivery costs per episode or movie.
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12.

13.

14.

15.

This tariff would not only dramatically reduce the Internet Service offerings available to consumers but also

seriously hamper the growth of new media services in Canada.

Such a tariff also completely eliminates the ability for a competitor to offer triple-play services where a retail

consumer can be offered television, telephone and Internet on a single service in a cost effective manner.

EGATE notes that a user on the 2 megabit per second service could exceed their monthly usage allowance by
downloading a single television series as seen from the chart above. A user on the 5 megabit per second service

could exceed their monthly usage allowance with two downloads.

Such usage caps with high overage charges are designed to limit the amount of content that consumers can
download from services directly competing with Bell. Not only will the proposed usage caps stifle competition,

they will endanger future potential innovation and growth of the Internet in Canada.

Wholesale vs Resale Product

16.

17.

18.

Bell’s tariff attempts to change the framework for GAS Service from a ‘wholesale’ produce to a ‘resale’ product.
Competitors do not simply purchase the GAS product and add a markup. Competitors utilize the GAS Service as

just one of many components required to provide a competitive retail DSL service.

EGATE believes that the current total fees collected by Bell for its GAS service more than adequately
compensate Bell for the services provided under current usage levels. Bell has not provided any cost studies to

justify the requirement for a new model.

Usage based billing would also pose a significant administrative burden on competitors by requiring competitors
to reconcile per user billing data with Bell’s. Discrepancies would be extremely difficult to reconcile in such a

system and pose an unfair burden on competitors.
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19. However; if Bell desires a usage-based billing framework, a reasonable proposal should incorporate the

following items:

a. to be truly wholesale the variable pricing should be measured and billed based on the peak usage of
aggregated traffic at the service provider interface to Bell and not the individual subscriber usage
patterns. This differentiation, while subtle, is very important as it balances heavier users and lighter
users while maintaining the same aggregate usage. It also significantly lowers overhead and

administration by the wholesaler by eliminating the need to reconcile per user billing records.

b. The concept of charging “Per Gigabyte (GB)” is entirely a retail concept used by providers to implement

usage based pricing for Internet traffic to end users as an easy to understand method by the consumer.

20. Wholesale pricing has always been sold on either a flat charge based on the maximum speed of the access (the
current model used by GAS), or a more common method where an average peak measurement of flow through
the interface is taken. This method is commonly referred in the industry as the ‘95" percentile’ of all usage in a

given billing period.
The Cost To Transmit Data Continues to Decrease

21. Bell argues that a flat rate model is no longer appropriate “in light of trends in Internet usage and the impacts

that such usageishaving on t he Comp.ani es net wor ks

22. EGATE agrees that per subscriber data volumes have increased over the past decade; however, costs to provide
data transport to the Internet have steadily decreased over the same period. Costs to purchase both Internet

Transit and backhaul have continued to decrease as competition and market penetration increased.

23. Bell’s argument seems to imply that it is seeing an increased cost to move a wholesale service provider’s traffic

from the DSLAM where a subscriber is located to the service provider interconnect (“AHSSPI”).
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Bell Canada Pricing To Provide Metropolitan Transport
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Burstable 100 Mbps $35.20 100 12,524 | $0.003 31,641 | $0.001
Burstable 200 Mbps $200.00 200 | 25,049 | $0.008 63,281 | $0.003
Dedicated 100Mbps | $1,000.00 100 12,524 | $0.080 31,641 | $0.032
Dedicated 500 Mbps | $5,000.00 500 | 62,622 | $S0.080 158,203 | $0.032

Scenario "A" - Based on usage during all hours

Scenario "B" - Based on usage only during Bell's alleged 9.5 Hour Congestion Windows of 4:30 PM to 2:00 AM
Price based on Bell Canada Tariff for Access Services Tariff For Interconnection With Carriers And Other Service
Providers (Tariff 7516 Item 123)

24. EGATE notes that the costs proposed do not at all lineup with Bell’s own retail costs for the backhaul of traffic
around its network. Bell offers an end to end 100 megabit/s backhaul of traffic for $35.20/mo between any two
points in its metro serving area which by even the most conservative conversions between GB/mo and

Megabit/s would put the retail cost of a Gigabyte on Bell’s network at under a penny.



® Page 7 April 14, 2009

No Cost Study Provided

25.

EGATE notes that such a fee structure change should incorporate a supporting cost study to demonstrate that it
is revenue neutral as per the pricing rules established for Competitor Services in Telecom Decision CRTC 2007-
27, Price Cap framework for large incumbent local exchange carriers, 30 April 2007 (Decision 2007-27), and

earlier price cap rulings.

Concerns over Uncorrelated Usage Charges

26.

27.

28.

29.

30.

31.

EGATE has serious concerns with Bell’s discussion of an “Uncorrelated Usage Charges”. While EGATE does not

offer a login-only service it rejects Bell’s arguments and approaches.

The circumstances which Bell describes it could apply such a charge could cover numerous legitimate instances

especially where an end user is transitioning from one provider to another.

EGATE also notes that it is impossible for wholesale providers to know which specific subscriber line a login is

using because of how the Bell network is designed.

EGATE rejects the notion that Bell is not being properly compensated for the usage of these subscribers. Bell, by
its own admission, suggests that the subscriber port in question is a billable customer for which it is receiving
revenue for the port cost. Further, the wholesale service provider whose network is being used by the

subscriber has paid for the backhaul through the AHSSPI and access service it subscribes to.
For the reasons above EGATE rejects the argument that the wholesaler should be accountable for such usage.

EGATE suggests that if the problem is as serious as Bell suggests that it actively work with the wholesale

community to find a mutual solution.
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Conclusion

32. EGATE has no objections to Bell or any ISP offering variety to its retail customers by offering service plans that
include some form of usage cap: Canadians benefit from the ability of individual ISPs to innovate in the pricing
models. However, Bell's proposal to apply a single pricing model to all wholesale users of the Gateway Access
Service will make it impossible for ISPs to innovate in this way. The commission must ensure that Bell does not

leverage its control over the wire-line infrastructure to preclude genuine competition in pricing.

33. EGATE notes that there is no viable alternative to the Gateway Access Service which allows an ISP to provision

the access component of networking services offered to customers in Ontario and Quebec.

34. Competitors continue to offer a dynamic range of product offerings that utilize the Gateway Access Service as
merely one component in both the Residential and Business space. Many of these offerings do not include an
Internet Component at all. As proposed these Usage Based Billing charges would make it impossible for a

competitor to cost effectively offer services with usage above those allowed by Bell’s proposed usage caps.

35. EGATE asks the commission to consider the negative effects that reducing this diversity and innovation could

have on the Canadian public.
36. Given these considerations, EGATE respectfully submits that TN 7181 and TN 242 should be denied.
37. EGATE thanks the commission for the opportunity to submit these comments on TN 7181 and TN 242.
Yours very truly,

EGATE NETWORKS INC.

W
/
V&S

Paul Andersen

President

*** End of Document ***



