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Executive Summary

1.  Subsection 27.04(1) of the Telecommunications Act does not prohibit fees charged to
a new customer, such as activation fees, nor does it prohibit fees charged for services
provided to an existing customer. It only prohibits fees whose main purpose is to
discourage subscribers from modifying their service or cancelling their services
contract.

2. Notwithstanding, the Commission has indicated it is of the preliminary view that,
even though they are not prohibited by subsection 27.04(1), fees related to the
activation or modification of a service plan should be prohibited.

3. Therationale provided for this preliminary view is that it will help Canadians more
quickly, affordably, and easily modify or cancel their plans. The Commission does not
provide any evidence that consumers find it difficult to modify or cancel a plan, or
that doing so is unaffordable. To the contrary, the Commission’s preliminary view
ignores the evidence that consumers are benefiting from declining service plan prices
and are feeling more empowered than ever to make changes to their plan based on
their needs and preferences.

4. Fees like activation, account maintenance, modification, and device payoff fees help
recover the incremental costs incurred by service providers, ensuing that the
financial burden of providing these services and goods is not unfairly distributed
among all customers. Prohibiting these fees would likely increase the overall cost of
service plans, leading to higher monthly bills for everyone, including subscribers who
do not avail themselves of these specific services or products. Prohibiting early-
cancellation fees would limit service providers’ ability to create promotional offers,
reducing consumer choice and result in higher prices for consumers who see value in
committing to a fixed term in exchange for a lower monthly fee.

5. None of these fees have as their main purpose discouraging subscribers from
modifying their service plan or cancelling their services contract. The focus of this
Consultation should remain on fees whose primary purpose is to discourage plan
modifications or contract cancellations, as stipulated in subsection 27.04(1) of the
Act. Our members, as indicated in their responses to the Commission’s request for
information letter of July 23, 2024 (RFI), do not charge fees for that purpose.



Canadian Telecommunications Association Page 3 of 8
CRTC 2024-294 - Comments

Introduction

6.

10.

Pursuant to the procedure outlined in Telecom Notice of Consultation 2024-294
- Call for Comments — Making it easier to choose a wireless phone or Internet
service — Removing barriers to switching plans (Consultation), the Canadian
Telecommunications Association provides its initial comments in this
proceeding.

CTA 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. Failure to address any question should not be construed as
our agreement with any assertions made, or preliminary positions taken by the
Commission. In addition, to the extent that any comment in this intervention conflicts
with a comment of a CTA member, the comment of the member shall prevail with
respect to that member.

The new subsection 27.04 (1) of the Telecommunications Act (the Act), which is the
basis for this Consultation, states that:

A telecommunications service provider must not charge a fee to a subscriber
that is related to the activation or modification of a telecommunications service
plan, or any other fee whose main purpose is, in the opinion of the Commission,
to discourage subscribers from modifying their service plan or cancelling their
contract for telecommunications services.

The use of the word “or” in subsection 27.04(1) indicates an inclusive list, meaning
that the words “or any other fee” includes the previously mentioned activation and
modification fees. Consequently, the qualification “whose main purpose is, in the
opinion of Commission, to discourage subscribers from modifying their service plan
or cancelling their contract for telecommunications services” applies to all fees
mentioned, including activation and modification fees.

Read correctly, subsection 27.04(1) does not prohibit fees charged to a new
customer, such as activation fees, nor does it prohibit fees charged in consideration
of a service provided to a customer. As indicated in their responses to the
Commission’s request for information dated July 23, 2024 (RFl), all the fees identified
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by our members in their RFl responses are either fees charged to new customers or
fees charged in connection with the provision of a service. They are not fees whose
main purpose is to discourage the modification of a plan or the cancellation of a
service.

11. However, the Commission has indicated it is considering banning certain fees even if
they are not prohibited by subsection 27.04(1). In paragraph 6 of the Consultation, the
Commission states “that it is of the preliminary view that it would be beneficial to
Canadians to prohibit fees that are related to the activation or modification of a
telecommunications service plan.” In other words, regardless of whether they have
the main purpose of discouraging the modification of a service plan or cancellation of
a contract.

12. The rationale provided for this preliminary view is that it will help “Canadians more
guickly, affordably, and easily modify or cancel their plans.”' The Commission does
not provide any evidence that consumers find it difficult to modify or cancel a plan, or
that doing so is unaffordable. To the contrary, the Commission’s preliminary view
ignores the evidence that consumers are feeling more empowered than ever to make
changes based on their needs and preferences.

13. Subscriber churnis at an all-time high?, which clearly indicates that consumers can
easily navigate the process of changing service providers or plans with minimal
barriers to switching. Subscribers are also describing the switching process as easy.
The Commission’s latest public opinion research on the consumer codes found that
most Canadians (8 in10) found switching their wireless provider easy, with over half
describing the process as extremely easy.®

14. Contributing to the high-level of subscriber churn is intense market competition that
has made internet and wireless services more affordable than ever. According to
Statistics Canada’s Consumer Price Index (CPI), over the three years ending
December 2024, while the price of all index items increased by 11.9%, prices for
internet access services declined by 9.1% and prices for wireless services declined
by 32.2%. In fact, the decline in telephone service prices, a CPI category that includes
both land line and cellular service prices, has been cited by Statistics Canada as one

" Consultation, paragraph 5.

2 Canadian Telecom Brief: Diverging Strategies Could Make or Break Leverage in 2025, S&P Global, January
14, 2025.

3 Public Opinion Research on the CRTC's Consumer Protection Codes 2024 — Final Report, CRTC, page 32.



https://www.spglobal.com/ratings/en/research/articles/250114-canadian-telecom-brief-diverging-strategies-could-make-or-break-leverage-in-2025-13378024
https://epe.lac-bac.gc.ca/100/200/301/pwgsc-tpsgc/por-ef/crtc/2024/084-23-e/por084-23-report.pdf
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of the main downward contributors against inflation for twenty months in a row.
Additionally, in a consumer survey by Abacus Data®*, 86% of respondents that
switched wireless plans over the past year said that there plans give them better
value.

15. While banning account activation and plan modification fees might seem like a
consumer-friendly move, it could lead to higher consumer costs and stifle
competition. Like other organizations, including the federal government, service
providers charge fees to recoup the cost of delivering services to customers. Service
provides use activation and modification fees to offset the costs of setting up and
maintaining accounts. Without these fees, service providers would likely have to
increase the cost of their service plans, leading to higher monthly bills for consumers.

16. Some service providers charge lower activation or modification fees or waive such
fees under certain circumstances, including as part of promotional offers. They do so,
in part, to differentiate themselves from their competitors and to attract and retain
customers. This competitive differentiation fosters a dynamic market where
consumers benefit from a variety of options. Prohibiting activation fees and
modification fees eliminates this differentiator, reduces competition, limits consumer
choice, and reduces options for promotional offers.

17. Given the evidence, the Commission should reconsider its preliminary view on
prohibiting activation and modification fees. Current market dynamics already
empower consumers to make these changes with minimal barriers. High subscriber
churn rates and declining service prices indicate a competitive environment that
benefits consumers. Banning these fees could inadvertently lead to higher costs and
reduced competition, ultimately harming consumer choice and market innovation.
Therefore, the focus of this Consultation should remain on ensuring that any fees
charged do not primarily serve to discourage plan modifications or contract
cancellations, as stipulated in subsection 27.04(1) of the Act.

Q1. Which fees or types of fees discourage Canadians from modifying or cancelling
their plan, and in what instances should they be prohibited? Why or why not?

18. The only fees or types of fees that should be prohibited are, as prescribed by
subsection 27.04(1) of the Act, fees whose main purpose is to discourage subscribers

4 Perception of Wireless Costs and Plans, Abacus Data, June 18, 2024.



https://abacusdata.ca/canadian-mobile-wireless-sector-providing-lower-prices-and-greater-value-to-canadians
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19.

20.

from modifying or cancelling their plans or contracts. Our members, as indicated in
their responses to the Commission’s RFls, do not charge fees for that purpose.

Most fees charged by service providers are primarily for cost recovery. Activation fees,
account maintenance fees, and similar one-time fees support the provision of
distinct services to subscribers. For customers on a device financing plan, the
balance owed on the device must be paid if they cancel their services before the
device is fully paid off. This is not a cancellation fee designed to discourage plan
cancellation but simply the payment of the device cost. Early-cancellation fees,
already regulated under the Wireless Code and Internet Code (the Codes), are part of
the agreement between the subscriber and service provider, where the subscriber
typically receives a discounted rate and/or some other consideration in exchange for
committing to a fixed term.

None of the aforementioned fees are primarily intended to discourage subscribers
from cancelling or modifying their service plans. Fees like activation, account
maintenance, modification fees, and device payoff fees help recover the incremental
costs incurred by service providers, ensuing that the financial burden of providing
these services and goods is not unfairly distributed among all customers. Prohibiting
these fees would likely increase the overall cost of service plans, leading to higher
monthly bills for everyone, including subscribers who do not avail themselves of
these specific services or products. Prohibiting early-cancellation fees would limit
service providers’ ability to create promotional offers, reducing consumer choice and
result in higher prices for consumers who see value in committing to a fixed term in
exchange for a lower monthly fee.

Q2. Should all fees charged when sighing a new contract be considered fees whose

main purpose is to discourage subscribers from modifying or cancelling their plans?

Why or why not?

21.

22.

As mentioned above, fees charged at the time of signing a new contract, such as
activation fees or account setup fees, are primarily intended to cover the costs
associated with initiating and providing the service. To argue that these are meant to
discourage subscribers from modifying or cancelling their existing plan would imply
that service providers want to discourage potential new customers from switching to
them. This defies logic.

Fees like activation fees and other one-time fees charged at contract sign-up help
recover the incremental costs incurred by service providers. They are disclosed to
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consumers at that time, in accordance with the Codes, which allows consumers to
make informed decisions. Prohibiting these fees would likely increase the overall cost
of service plans, leading to higher monthly bills for everyone.

Q3. Should fees charged to end an existing contract be considered fees whose main
purpose is to discourage subscribers from modifying or cancelling their plans? Why or
why not? What if the customer is moving to a different plan with the same provider?

23. Early-cancellation fees, already regulated under the Codes, are part of the agreement
between the subscriber and service provider, where the subscriber typically receives
cost certainty, a discounted rate, and/or some other consideration in exchange for
committing to a fixed term. Prohibiting early-cancellation fees would limit service
providers’ ability to create promotional offers, reduce consumer choice and resultin
higher prices for consumers who see value committing to a fixed term in exchange for
cost certainty, a lower monthly fee and/or other consideration.

24. Forcustomers on a device financing plan, the balance owed on the device must be
paid if they cancel their services before the device is fully paid off. This is not a
cancellation fee designed to discourage plan cancellation but simply the payment of
the device cost.

25. Prohibiting early-cancellation fees would limit service providers’ ability to create
promotional offers, reducing consumer choice and result in higher prices for
consumers who see value in committing to a fixed term in exchange for a lower
monthly fee. Prohibiting requirements to pay the balance owing on the cost of a
device if the customer cancels their contract would make it difficult for service
providers to offer financing plans, resulting in fewer options for customers who
cannot afford to pay the full cost of a device upfront.

Q4. Should the Commission amend how it addresses early cancellation fees in
the Wireless Code and the Internet Code to facilitate switching? Why or why not? If so,
how?

26. The Commission should not amend how it addresses early cancellation fees in the
Wireless Code and Internet Code. The early cancellation fees permitted by the two
Codes promote the offering of cost certainty, better pricing and/or other
consideration in exchange for a customer agreeing to a commitment period. They
also benefit customers by enabling device subsidies and device financing which
make the acquisition of a device more affordable.


https://crtc.gc.ca/eng/phone/mobile/codesimpl.htm
https://crtc.gc.ca/eng/internet/codesimpl.htm
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27. Prohibiting or amending the Codes to further restrict the use of early cancellation fees
would limit service providers’ ability to create promotional offers, reducing consumer
choice and resulting in higher prices for consumers who see a benefit in committing
to a fixed term in exchange for cost certainty, a lower monthly fee, or some other
consideration.

Q5. To lessen the administrative burden and provide consistency for Canadians, the
Commission wishes to minimize the amount of future process required to maintain
the list of prohibited fees and types of fees. How can the Commission best ensure
effective compliance with and enforcement of prohibiting fees that discourage
Canadians from modifying or cancelling their plans in an adaptable manner?

28. Compliance can be aided by ensuring that any prohibition regarding fees is clearly
articulated and subject to further consultation. Beyond the preliminary view
referenced in paragraph 6 of the TNC 2024-294, the Commission has not identified
the types of fees it may prohibit, and even then, it is unclear how the Commission
would propose to implement such prohibition.

29. Parties to this proceeding should be provided the opportunity to comment on any
specific changes that the Commission intends to make to the wording of the Codes, if
that is how it intends to implement any such prohibition, and/or to comment on any
other proposed rule or policy regarding a prohibition of fees or types of fees.

30. Likewise, the Commission should not be adding to a list of prohibited fees and types
of fees without a public consultation. As this proceeding demonstrates, itis
important that all interested parties be able to provide their perspective on the
appropriateness of any new prohibitions and how such prohibitions are defined.

Q6. Should any specific providers or classes of service providers be exempt from the

prohibition of these fees? Why or why not?

We defer to our members’ individual responses.

***End of Document***



