April 18, 2001

Ms. Ursula Menke

Secretary General 

Canadian Radio-television and 

   Telecommunications Commission

One, Promenade du Portage

Les Terrasses de la Chaudière

Hull, Québec

K1A 0N2

Dear Ms. Menke:

Re:  Public Notice CRTC 2000-175: Monitoring the Canadian

Telecommunications Industry

1.
Pursuant to the procedure established in the above referenced Public Notice and the Commission’s letter of March 2, 2001 regarding same, Telesat Canada (“Telesat” or “the Company”) provides the following comments on the material presented in the Background Report prepared by Lemay-Yates Associates Inc. concerning the monitoring of the Canadian telecommunications industry.  In these comments Telesat will not attempt to address all issues addressed in the Background Report, but rather will concentrate on issues relating to the provision of satellite services in Canada.  


2.
At the outset, Telesat would stress that it generally favours broad industry monitoring rather than specific regulation of individual carriers.  In the Company’s view, with competition now the standard in virtually all Canadian telecom industry sectors, broad industry monitoring, coupled with the Commission’s complaint procedures, should be more than sufficient to allow the Commission to keep watch over the industry and ensure that these markets are functioning in the public interest.  Under these circumstances, a greater reliance on industry monitoring over specific regulatory controls also serves to promote the Canadian public policy objectives set out in section 7 of the Telecommunications Act, and especially the objective of fostering “increased reliance on market forces for the provision of telecommunications services and to ensure that regulation, where required, is efficient and effective.”

3.
As indicated in the Public Notice, monitoring the Canadian telecom industry will allow the Commission to determine more effectively: a) the state of competition; b) the effect of competition on services to consumers, and c) the service providers’ compliance with legal and regulatory requirements.  In addition, it will assist the Commission to fulfil the requirements under Order in Council P.C. 2000-1053, which requires the Commission to submit annual reports over the next five years to the Governor in Council on: a) the status of competition in Canadian telecom markets; and b) the deployment and accessibility of advanced telecommunications infrastructure and services in urban and rural areas in all regions of Canada.  It is further indicated in the Public Notice that the consultant’s final background report will be used to develop survey forms, which will identify the additional information required from telecom service providers for the Commission to meet these objectives.        

4.
To this end the Background Report prepared by Lemay-Yates provides a general overview of survey methods used to monitor telecom markets in other jurisdictions and briefly describes “key monitoring parameters” that could be considered for monitoring both the state of competition and the deployment and availability of advanced broadband infrastructure and services in Canada.  The Background Report also provides a brief assessment of, and recommendations concerning these particular survey methods and monitoring parameters. 

5.
While Telesat believes that the Background Report touches upon all the main parameters that could be used in the Canadian telecom industry monitoring process, the Company is concerned that the report is silent on the unique situation of satellite competition and deployment of services within Canada and that the reports which may be required as an outcome of this proceeding will be incomplete or of little meaningful use.  Indeed, the Company is concerned that these differing satellite circumstances are ignored or misunderstood by the vast majority of non-satellite telecom industry participants and stakeholders. 

6.
For example, the Background Report indicates that industry ownership is a key parameter and is something that the CRTC tracks at present.
  This current monitoring is only in respect of Canadian carriers and its intent is to ensure that Canadian foreign ownership restrictions continue to be met.  However, unique to satellite, there are no foreign ownership restrictions on the provision of satellite services in Canada.    Similarly, it is stated in the Background Report that:   

“Market share and concentration need to be measured at the level of the market area.  It is less clear what should be defined as the relevant market area.   

Every street corner would be too granular, whereas entire provinces, regions or the country would be too broad to be meaningful.”
    

However, coverage of huge areas of the country is the norm for both domestic and foreign satellites serving Canada for both fixed satellite service (“FSS”) and mobile satellite service (“MSS”).  

7.
Another key factor not considered in the Background Report is the nature and extent of public policy obligations imposed on Canadian satellite operators, including all-Canada coverage requirements and the provision of free service to public institutions serving rural and remote areas.  These obligations are unique to satellite and clearly have a bearing on the competitive status of the Canadian satellite industry as well as imposing a layer of costs on individual Canadian satellite operators vis-à-vis their foreign competitors. 

8.
The uniqueness of satellite argues for separate measures of this industry segment (i.e., treating satellite as a distinct or stand-alone category in regard to information filing requirements).  That said, it will be extremely difficult to collect all relevant information on the status of competition and service provision in this industry segment because of the foreign competitors in these markets.  In the case of FSS, there are currently more than 45 foreign satellites registered on Industry Canada’s approved list and a number of foreign MSS operators also provide service in Canada.  However, few of these foreign operators have complied with the Commission’s current regulatory requirements, including obtaining Class A international service licenses or tariff approval or forbearance orders concerning their services, or filing required information relating to the new contribution collection regime established pursuant to Decision 2000-745.  There is no obvious solution to this compliance and enforcement problem, and the Commission may well have to rely on alternative, indirect sources for gathering critical information on Canadian satellite markets.  Clearly, monitoring domestic satellite operators alone will not provide an accurate or meaningful indication on the functioning and performance of this industry segment, nor should only a small subset of satellite operators serving Canada be required to submit information that others do not. 

9.
The Background Report discusses at a high level the kinds of services and the array of competitive market data which could be useful
, and yet very little of those listed relate to satellite operators.  Furthermore, the discussion of satellite services
 gives no insight as to what information should be collected.  Even though some of these service offerings may be carried by satellite, it is the customers of the satellite operator who would be providing such services, and therefore conducting a survey of these providers would yield more relevant data.  For example, Table 8 on page 72 discusses the collection of data on broadband services, yet it is the provider of services to the end-user who is in a better position to report on where the end-users are located, since the satellite provider cannot access this level of detail about how its capacity is being used.

10.
Telesat therefore suggests that the following information may be useful as a starting point for the Commission to be able to monitor the state of competition in Canada for satellite services:

· satellite coverage patterns and power levels;

· number of transponders, and their breakdown by frequency band (e.g., C‑band, Ku‑band);

· prices for whole RF channel services in the case of FSS, or by packet/circuit airtime for MSS;   

· number of mobile terminals, if a mobile satellite service;

· total annual Canadian service revenues, and their breakdown by market segment (e.g., broadcasting, business and government, carrier); and

· total number of transmit antennas, in the case of fixed satellite services.

11.
Telesat suggests that one of the objectives for monitoring the satellite industry would be to collect information which is comparable to that collected in other countries (if any), where satellites are used to provide similar services.  The satellite industry is truly an international one, and the technical capabilities of satellites have started to be exploited since the ground-breaking WTO Agreement on basic telecom services was signed in 1997 and market access barriers began to fall away.  This type of information could be useful in comparing satellite services in Canada with other countries, as well as providing information about the domestic market.

12.
Telesat emphasizes that these reporting requirements should not be imposed solely on Canadian carriers as this would not provide meaningful results.  Nor should the Commission expect that Canadian carriers should provide the information on their competitors – this is difficult if not impossible to obtain, and is often inaccurate.  Indeed, Telesat believes that such a base of knowledge about the operations of foreign satellite providers in Canada would be useful in validating an application for forbearance by Telesat as contemplated by Telecom Decision CRTC 99-6 which implemented a transitional framework for Telesat.

13.
Telesat also notes that the confidentiality of information is of concern.  Depending on what information was requested, it may be virtually impossible for the Commission to publish results about the industry which would not divulge information about Telesat.

All of which is respectfully submitted this 18th day of April, 2001.

Sincerely,

Robert Power

Director, Regulatory Matters

c.c.:
CRTC Public Examination Room   
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