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1. The Canadian Telecommunications Association is an industry association
dedicated to building a better future for Canadians through connectivity. Our
members include service providers, equipment manufacturers, and other
organizations in the telecommunications ecosystem, that invest in, build,
maintain and operate Canada’s world-class telecommunications and
broadcasting networks.

2 Through our advocacy initiatives, research, and events, we work to promote the
importance of telecommunications to Canada’s economic growth and social
development, and advocate for policies that foster investment, innovation, and

positive outcomes for Canadians who rely on telecommunications and related
services.

3 When spectrum is made available in a timely, fair, and reasonable manner to the
services that will make the best use of it, the economic and social impacts are far-
reaching. The mobile wireless industry’s use of spectrum keeps Canadians
connected, informed, and entertained. Canadian businesses and the public sector use
mobile wireless services to increase their productivity, deliver innovative services,
and to realize their sustainability goals. The mobile wireless industry’s use of
spectrum also produces significant economic benefits for Canada with billions in

GDP contribution each year and supporting hundreds of thousands of jobs across
industries.

4. Our industry’s ability to continue to enable these social and economic benefits will
depend on its ability to meet the increasing demand for wireless services, expand
wireless coverage to all Canadians, and realize the full potential of 5G. This
requires spectrum management policies, including policies concerning spectrum
licence fees, that take into consideration the impact that any new fees have on

service providers’ capacity to invest in network expansion and enhancement, and on
consumer prices.

3 Our comments are limited to responding to Q1 in the Consultation. Absence of a
response to any other proposals in the Consultation should not be interpreted as
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agreement or disagreement with such proposals. To the extent that there is any
inconsistency between our submission and that of an Association member in this
consultation, the submission of such member shall prevail with respect to its
position on the relevant matter.

Q1 —ISED is seeking comments on whether an annual fee rate between $0.018 and
$0.022 / MHz / population, applied in a single rate licence fee structure, for CMS
spectrum licences in bands below 10 GHz is sufficient to achieve the objectives set out
in Section 3: "Policy Objectives".

Policy objectives are being met
6.  The policy objectives set out in Section 3 of the Consultation document are:

e Incentivize the efficient use of spectrum for the benefit of Canadians; and
e Obtain a fair return to Canadians for the use of spectrum.

Any consideration of annual licence fees must first acknowledge that both objectives
are clearly being achieved despite 65% of the in-scope licences currently being
without licence fees. The imposition of additional and potentially excessive annual
license fees is unnecessary and could negatively impact wireless operators’ ability to
continue to deliver on these policy objectives, as well as other policy objectives of the
Department.

7. Asof2022, the Canadian telecom sector delivered mobile wireless coverage to 99.7%
of Canadian homes, businesses and major roads.! This includes a continued reduction
in the connectivity gap between urban and rural communities, from a 40% gap in
LTE-A coverage in 2016 to an 11% gap in 2022. Over the same period, LTE and
LTE-A coverage in First Nation reserve areas increased by 42% and 130%,
respectively. 5G services were first introduced in Canada in 2020 and by the end of
2022 were accessible by over 91% of Canadians.

8.  As these statistics indicate, driven by intense competition amongst network operators,
commercial mobile service spectrum is being efficiently used to provide Canadians
with access to advanced wireless communications services. The efficient use of
spectrum is also supported by policy tools such as deployment conditions,
subordination of licences and licence transfers. Conversely, we are not aware of any
evidence that annual licence fees have provided a greater incentive for the efficient
use of spectrum bands with annual fees than those without such fees.

9. Similarly, Canadians are obtaining a fair return for the use of spectrum without the
imposition of annual licence fees. In addition to the close to $30 billion paid by
operators for auctioned spectrum licences, Canadian telecommunications sector

! Communications Market Reports, CRTC
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delivers significant economic and societal benefits to Canadians. For example, in
2023, the sector contributed approximately $80 billion to Canada’s gross domestic
product and supported over 780,000 full-time equivalent jobs across industries.?
Beyond direct economic contributions, the telecom sector also makes sizable
charitable donations ($323 million in 2022)° and contributes billions of dollars each in
corporate income taxes ($2.7 billion in 2022)*. These significant economic
contributions accruing to Canadians each year have been overlooked in the
Consultation and must be accounted for by the Department in its calculation of a fair
return for the use of the spectrum resource. Spectrum fees and auction payments are
not the only source of a fair return.

With commercial mobile services spectrum being used efficiently to provide high-
quality and widely available telecommunications services to Canadians and deliver
significant economic and societal benefits to Canada, the imposition of additional and
potentially excessive annual licence fees will negatively impact the sector’s ability to
continue to achieve the above-noted policy objectives and underlying guiding
principles.

Already faced with among the highest spectrum costs in the world, the Canadian
telecommunications sector is facing commercial challenges such as high- borrowing
costs, declining prices, increased network costs, a potential reduction in Canadian
immigration, increased competition from multinational OTT players, and increased
climate-related risks.” These challenges are putting pressure on operators’ ability to
maintain the significant reduction in cellular service prices that are benefiting
Canadian consumers while continuing to invest at the same historical levels in
expanding and enhancing their mobile networks. Additional spectrum licence fees
will only place additional pressure on operators’ capacity to invest in network
expansion and enhancement and could ultimately result in higher consumer prices.

If, despite these risks, the Department decides to assess additional annual licence fees
on commercial mobile services spectrum, it should err on the side of caution and set
rates as low as possible to minimize any negative impacts of such fees on the overall
economy and the value that Canadians receive from the investments and economic
contributions made by the sector.

Proposed license fee

12.

The Association and other parties have argued in past spectrum fee consultations that
annual spectrum fees should be set at a level that does not exceed the amount needed
to recover the Department’s spectrum management costs. The Department has stated

Driving Canada’s productivity: The impact of the telecom sector and its role in improving productivity,

PwC, June 2024

Connecting Canadians through resilient networks: The impact of the telecom sector in 2022 and beyond,

PwC, November 2023.

* Ibid.
¥ Driving Canada’s productivity, p.19.
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that cost recovery is not an objective of the Spectrum Policy Framework for Canada
and not a legislative requirement. Nevertheless, there is also no requirement to
maximize revenue generated through licence fees. It must be evident to the
Department that increasing mobile network operators’ input costs in the form of an
expanded mobile spectrum fee framework will leave them with no choice but to
recover the additional costs through the prices they charge to Canadian consumers.
This inevitable outcome will be directly at odds with the Department’s objective of
enhancing the affordability of mobile wireless services.

The Department is proposing an annual fee rate between $0.018 and $0.022 / MHz /
population, applied in a single rate licence fee structure. It states that it arrived at this
range based on internationally benchmarked auction and licence fee valuations for
comparable spectrum used for comparable services. However, it did not provide its
sources, data or methodology. This lack of transparency runs counter to the guiding
principle that “fees should be determined and applied in a transparent manner...” and
makes it difficult for us to properly assess the Department’s proposal.

While using international benchmarks can be an appropriate way to set licence fees,
there are a range of local conditions that, if not properly accounted for, can result in
inaccurate results or inappropriate comparisons. It is not known whether or how the
Department considered these factors. However, what is known is that in recent years
Canadian carriers have paid to the Government of Canada amounts far in excess than
carriers in peer countries have paid to their respective governments for equivalent
spectrum licenses (see Chart 1 below).
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Source: Country-spacific regulatory authunties, European 5G Observatory, RCR Wireless, lightreading. com.
telecoms.com, telegeograpahy.com via National Bank of Canada Market Insights. May 8, 2023

15.  Looking at cost of spectrum in another way, the average cost per subscriber for
spectrum assets amongst the three Canadian national carriers in 2023 was US$690,
compared to US$135.80 for European peers, and US$52 for Australia (Telstra).®

16. Higher spectrum auction prices have already contributed significantly to government
revenues while increasing the cost of delivering services. The Department should
balance this high up-front financial burden with no or low annual license fees so that
carriers can allocate more resources to investing in network infrastructure and service
improvements.

17.  Inits Consultation document, the Department states that its benchmark range was
$0.005 to $0.03. Despite this, it is proposing a starting point that is more than three

% Based on company annual reports. Converted to USD using OFX.com, using exchange rate as of December
31% 0f 2023. Where gross book value and net book value of assets was provided, gross book value was used.



times higher than the bottom of the range. For the reasons stated above, including the
significant economic benefits to Canadians being delivered by the sector’s use of
spectrum and the already high spectrum costs, if there are to be annual license fees,
they should be set at the bottom end of the benchmark range, prior to any discounts.

18.  Such an approach would help encourage investment, stimulate economic growth and
benefit consumers, while helping to enable Canada’s telecommunication sector to
continue to meet the policy objectives of the Department.

Sincerely yours,

o A 74
Eric Smith
Senior Vice-President



