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Executive Summary

v Canadians have long benefited from the CRTC' s Canadian content (CanCon)
regulations, which ensure that Canadian artists and Canadian stories are available to
Canadians through their broadcasting system. Radio and television stations must
ensure that a portion of their daily programming is dedicated to airing Canadian
music and Canadian productions. In fulfilling these requirements, the Canadian
broadcasting system provides Canadians with programming that reflects Canada' s
linguistic duality, cultural diversity and Aboriginal reality; creates a demand for
Canadian productions and music; and provides financial support for Canadian talent.
An ongoing challenge is to develop creative ways to promote English-language
Canadian dramathat will speak to English-speaking Canadians the way Fortier
speaks to French-speaking Canadians.

v Technology is driving massive change in the broadcasting industry. Digital signa
transmission represents the largest advance and the biggest technological challenge
today. For decades, Canadians have received their over-the-air signals in an analog
format. Today, the possibility exists to receive digital over-the-air signals. To pave
the way for this transition, as it did for digital cable and satellite distribution, the
CRTC issued a new over-the-air digital transmission policy and called for
applications. It is now up to the broadcasting industry to take digital over-the-air
signals from a possibility to areality.

v Competition in telecommunications markets has brought Canadians the lowest long
distance telephone rates in North America. Canadians are waiting for competition to
develop in the local telephone service market. While this competition is developing
more slowly than originally anticipated, the CRTC has taken numerous measures to
foster the development of facilities-based competition In May 2002, the Commission
released its new price cap decision. Under the new price cap regime, consumers are
protected from increases in local service rates unless the rate of inflation exceeds 3.5
percent. At the same time, the Commission made numerous provisions in the regime
to assist both new competitors and incumbent tel ephone companies to move toward
facilities-based competition.

v Canadians also benefit from the CRTC’ s wide-ranging social agenda. Over the past
several years, the Commission has allocated the three-digit number 211 to community
information and referral services; required closed captioning for the hearing impaired
and descriptive video for persons with visual disabilities; and ensured that
telecommunications carriers and long distance resellers will provide essential
information in alternative formats for persons who are visually impaired.
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v' The Commission also makes significant contributions to the Government’ s agenda (as
set out in the 2001 Speech from the Throne) in pursuing its four strategic objectives.
Through its activities in the past year, the Commission has:

v implemented recommendations from its Achieving a Better Balance: Report
on French-language Broadcasting Services in a Minority Environment to
ensure that French-language services are available in areas where French-
speaking Canadians are in the minority;

v" licensed new multicultural specialty channels to ensure that Canada's
broadcasting system reflects our cultural diversity;

v revamped its web site to make more information more readily and easily
available to Canadians; and

v undertaken a variety of initiatives to ensure that Commission processes are
both effective and efficient and that its decisions convey thoughtful ness,
knowledge and common sense.
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Minister %% 585  Ministre
of Canadian Heritage  &iin4 du Patrimoine canadian

Ottawa, Canada K1A OMS

The Canadian Radio-televisionand Telecommunications
Commission continues to be instrumental in fostering a strong
and vibrant Canadian society. Oursis a country that is diverse
and dispersed, but there is something that connects us no matter
where we are, or who we are.

That something is our culture. It is what defines us as a
society, and it is what we are referring to when we talk about our
Canadian identity. Our goal is to strengthen and promote the
diverse elements that make us a country that is respected for its
bilingualism, multiculturalism, valuing our cultural and natural
heritage, creativity, innovation and cohesiveness.

The CRTC is committed to ensuring a Canadian presence and content in
telecommunications and broadcasting through its regulation of these industries. It
consults with Canadians and stakeholders in the industries it regul ates to create equitable
communications standards that ensure access to high-quality Canadian programming that
reflects our cultural diversity and linguistic duality.

In a constantly evolving world, the CRTC and the 18 other Canadian Heritage
Portfolio members, as well as a broad range of other partners across the country, strive to
create programs and policies that represent what matters to Canadians.

This Performance Report highlights the outcome of the partnerships and
collaborations established by the CRTC, a key member of the Canadian Heritage
Portfolio. It emphasizes the pride that the Government of Canada and its employees take
in its artists, athletes, language and cultural community, our cultural and natural
resources, and our commitment to making Canada s stories, culture, and values available
to the world and right here at home.

Sheila Copps

Canadi |
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Chairperson’s Message

It isthe CRTC's responsibility to make decisions and to develop,
implement, enforce and monitor policies and regulations to fulfil
the objectives set out in the Broadcasting Act and the
Telecommunications Act. In this past year, the Commission has
made significant contributions to Canadians' cultural, social and
economic prosperity by acting on these responsibilities. It is my
pleasure to introduce both our achievements and our challenges.

One of the CRTC's longest standing and most successful
endeavours is ensuring — through our Canadian content policy and
regulations — that Canadians have access to Canadian artists and
Canadian stories. It is the Commission’s goal to encourage and promote the production of
high-quality Canadian drama. While Canadian artists, producers and directors have made
tremendous strides in producing and distributing French-language drama series, we
believe that there is yet untapped potential to create and air new and truly Canadian
English-language televisiondrama series. The Commission is accordingly exploring new
and creative ways to encourage and promote the production of high-quality English-
language Canadian drama.

While our Canadian content policy and regulations seek to foster the production of
programming that Canadians want to watch and listen to, our new price cap regime seeks
to bring Canadians together by ensuring reasonably priced local telecommunications
services in both urban and rural areas. Under the new price cap regime, for the next four
years, Canadians will not face rate increases for their residentia telephone service unless
inflation exceeds 3.5 percent. Local business rates will not increase during the period by
more than the rate of inflation. Our objective in making these determinations was to
continue to make reliable and reasonably priced tel ephone services accessible to all
Canadians.

The other objective of the new price cap regime is to foster facilities-based local
telephone competition The industry is still in the process of transition from what was a
largely protected environment to one that fosters more open competition. In making our
decisions, and in devising and revising our policies, we want to ensure that this transition
is successful, notwithstanding a very difficult economic environment. We believe that fair
competition keeps the industry healthy, drives technological innovation and creates more
choice and better service for Canadians. To further competition, we have removed and
will continue to remove regulatory obstacles wherever possible

We attempt to achieve fairness and balance in all our decisions, policies and actions.
Fairness includes ensuring that Canadians have access to programming in the official
language of their choice, particularly where that language is the official language of the
minority in their region. In the past year, the CRTC has taken progressive steps in this
direction by ensuring that large and medium-sized cable distributors carry more
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programming in both official languages, including the proceedings of the House of
Commons.

Of course, Canadians speak more than just our two official languages. In fact, Canadais
now home to citizens of more than 150 different ethnic backgrounds. Today, Canadians
enjoy over 30 licensed ethnic services and our broadcasting system is a model for the
world. The quality, diversity and affordability of our information and entertainment
choices are unparalleled. However, we cannot be complacent. Our demographic make-up
is continuously changing. The Canadian broadcasting system needs to keep up with those
changes, to help provide all Canadians with a sense of belonging, and to encourage
dialogue and harmony among our different communities.

The regulator’s role is to open doors and to remove obstacles that interfere with the

pursuit and attainment of the objectives set out in the Acts of Parliament that govern our
activities. In so doing, we will hopefully continue to bring results to Canadians.

Charles M. Dafen
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CRTC Mandate

CRTC Mandate

To regulate and supervise the broadcasting and telecommunications industries in
accordance with the policies established consonant with the Broadcasting Act and the
Telecommunications Act.

Strategic objectives: results for Canadians

In pursuing its regulatory responsibilities, the Commission is guided by four broad

strategic objectives. These are to provide Canadians with:

v’ Canadian content in broadcasting that supports the devel opment of Canadian talent
and reflects Canadian values, including linguistic duality and cultural diversity;

v’ access to a broad range of innovative, high-quality communications services that meet
consumer needs at reasonable prices,

v' competitionin all areas of communications; and

v' Commission processes that are fair, equitable and effective.

Regulating in the public interest

The Commission fulfils its regulatory responsibilities by means of a number of inter-
related tasks, including:

v' issuing, renewing and amending licences for broadcasting undertakings;

v’ developing, reviewing, implementing, monitoring and assessing the impact of
regulatory policies;

v making determinations on mergers, acquisitions and changes of ownership in the
broadcasting industry;

v'approving tariffs for the telecommunications industry;

v developing, implementing and refining regulatory frameworks for the
telecommunications industry;

v’ fostering competition and regulating where market forces are not achieving public
interest objectives,

v/ monitoring competition and

v' collaborating with industry to resolve competitive disputes.

For each task the CRTC undertakes, a primary concern is balancing the needs and desires

of Canadians with those of the communications industry it regulates. Through its

regulatory function, the Commission addresses, among other matters, social and cultural

issues that might otherwise not receive the attention they deserve. These activities

include: the promotion of Canada’s cultural diversity in the broadcast media; provision of

additional closed captioning for the hearing impaired and descriptive video for the

visually impaired; protection from excessive violence in the broadcast media; and the

introduction of specia telephone numbers such as 211, which provides speedy access to

social services as does 911 for emergency services.

Section Il: Strategic Context and Perfornance
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Social and Economic Environment: Challenges Past and Present

Like most organizations, the CRTC does not work in isolation. Environmental factors
over which the Commission has little or no control, such as the state of the economy,
capital markets and societal change, influence the CRTC’ s work, priorities and outcomes.

The state of the economy and communications competition

The downturn that characterized the world economy and capital markets for most of last
year had an impact on the profitability and, in some cases, the viability of many firmsin
the global communications industry. Canadian firms were no exception. Declining
advertising revenues reduced broadcasters overall revenues. New lows in stock
valuations for both broadcasting and telecommunications firms restricted their ability to
raise capital for investment purposes, and even prompted calls for lifting foreign
investment limits on telecommunications firms.

This downturn also ravaged a number of Canadian telecommunications firms bottom
lines. Some local telephone competitors declared bankruptcy while others arein
precarious financial situations. Overall, the result has been the erosion of the number of
competitors serving Canadians in the local telecommunications market.

A trend toward consolidation of ownership also exists in Canada s broadcasting industry.
In the last few years, the Commission has approved a significant number of mergers and
acquisitions, which enabled major firms to reach greater numbers of Canadians and to
compete better globally.

In combination, these parallel trends raise two distinct issues. First, given Canada' s large
geographic size and proportionately small population, how many independent
communications firms can the economy sustain? And, second, what effect will ongoing
consolidation in the communications industry have on the state of competitionin
Canadian communications?

While the CRTC remains a strong advocate of competition, national and global
economies and capital markets and Canadian demography play arole in determining how
successful the Commission’s long-range competitive frameworks will be. For example,
long distance competition became aredlity in the strong economy that characterized the
1990s, while local competition suffered from the weakening of the economy in the first
part of the 21% century.® In the broadcasting sector, competition between cable and
satellite firms is becoming areality. The CRTC has encouraged growth in the delivery of
satellite services and adopted policies and regulations to ensure fair competition in the
distribution sector.

! The industry, the level of investment required for local telephone service and the regulator must also assume some responsibility in this up-
and -down cycle for local competition.
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Canadian Content (CanCon): The spirit and the regulations

The Broadcasting Act states that “each broadcasting undertaking shall make maximum
use, and in no case less than predominant use, of Canadian creative and other resourcesin
the creation and presentation of programming, unless the nature of the service provided
by the undertaking, such as a specialized content or format or the use of languages other
than French or English, renders that use impracticable, in which case the undertaking
shall make the greatest practicable use of those resources [Paragraph 3(1)(f)].” Through
its regulations and conditions of licence, the CRTC articulates how broadcasters must
comply with both the intent and the spirit of the Act.

In April 2002, Heritage Minister Sheila Copps initiated a review of the CanConrules for
televisionand film production. The CanCon goals — to ensure that Canadians have
choices, to connect Canadians to the diverse Canadian experience, and to maintain and
promote Canadian identity and cultural diversity nationally and internationally — are, and
will remain, important to the Commission. The CRTC will continue to find ways to
promote the realization of those goals.

The Standing Committee on Canadian Heritage and the Broadcasting Act

During its comprehensive review of the Broadcasting Act, the Standing Committee on
Canadian Heritage has heard both praise and criticism for the Act as well as the policies
and activities that flow from it. Issues being raised before the Committee include
Canadian content, public financial support for private broadcasters, foreign ownership
and the CRTC's Part |1 licence fees. The CRTC has assisted the Committee in its
deliberations and stands ready to provide any future assistance it may require.

Diversity is real and growing

Immigration to Canada has reached record levels in recent years; in the face of declining
birth rates in most provinces, some experts believe that levels should increase for Canada
to maintain its essential labour force. Indeed, the Government of Canada is committed to
streamlining the immigration process to enable Canada to attract the skilled workers it
needs (2001 Speech from the Throne). To support Canada' s cultural mosaic, the
government is committed to promoting inclusiveness for all Canadians who are not
members of the two primary linguistic groups. The CRTC will continue to support
cultural diversity and building bridges between Canada s cultural groups through
activities such as licensing ethnic radio and television stations and requiring broadcasters
to accurately reflect the presence of cultural and racial minorities and Aboriginal peoples.

Canada s Aboriginal population is growing at a faster rate than ever before, particularly
in large, urban centres. This growth has highlighted the need to reflect Canada’s
Aboriginal reality in the Canadian broadcasting system. The CRTC has responded by
licensing Aboriginal televisionand radio services and ensuring that the broadcasting
system accurately reflects the presence of Aboriginal peoples in Canada.

Section Il: Strategic Context and Perfornance
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What’s in a number?

With the growth in use of both cellular and landline telephones, demand for telephone
numbers is growing faster than supply (number exhaust). This fact obvioudy has
implications for the supply of numbering resources for Canada, the United States and the
19 Caribbean countries that comprise the membership of the North American Numbering
system. The time estimates concerning number exhaust vary from year to year,
depending on the extent to which current demand affects forecasts, but all estimates agree
that number exhaust islooming within the next two decades at best. The CRTC joins with
the U.S. Federal Communications Commission, regulatory bodies in the Caribbean, the
system-wide Industry Numbering Committee and the U.S. North American Numbering
Council to find solutions to numbering exhaust and to manage Canadian numbering
resources in the most efficient and effective manner possible.

These and other socia and economic factors represent both opportunities and risks as the
Commission establishes its priorities and makes decisions. The following report describes
the CRTC’ s accomplishments over the past year, along with the challenges it faces.

Page 12Canadi an Radi o-tel evi sion and Tel ecomuni cati ons
Conm ssi on



Strategic Outcomes

The CRTC s four strategic objectives are outlined in its Planning, Reporting and
Accountability Structure (PRAS). They are:

v Cultural prosperity: The availability of Canadian content and programming that
reflects Canadian creative talent, Canada’ s linguistic duality, cultural diversity and
social values, as well asits national, regional and community differences.

v Social prosperity: Canadians have access to a variety of innovative, high-quality,
reasonably priced communications services that meet their needs and reflect their
values.

v Economic prosperity: Competitive Canadian communications industry.

v Equity and fairness: Commission processes that are fair, credible and effective.

The CRTC dedicates al of its resources to achieving these four strategic objectives for
Canadians. The chart below provides a guide to finding the CRTC' s performance
accomplishments and challenges.

Chart 2.1: Strategic Outcomes

To provide Canadians with Canadian communications that contribute fairly and
equitably to Canada’s economic, social and cultural prosperity

To provide To be demonstrated | Performance accomplishments and Page
Canadians with: by: challenges:

v’ Canadian b Funding for Canadian content 16

content P Scheduling and viewing of Canadian 17

programming

v Linguistic duality, | P Implementing the recommendations of 18
. cultural diversity the CRTC's Achieving a Better Balance:
Cultural prosperity and Aboriginal Report on French-language
reality Broadcasting Services in a Minority
Environment.
b Emphasis on issuing ethnic licences 20
P Licensing Aboriginal broadcasting 21
services
Section Il: Strategic Context and Perfornance
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Chart 2.1: Strategic Outcomes continued

To provide To be demonstrated | Performance accomplishments and Page
Canadians with: by: challenges:
v’ Fair rates and P Customers benefit from new price cap 22
access regime
b Implementing the new contribution 23
regime
b Telecom service improvement plans 23
Social prosperity
V' Meeting P Implementing 211 23
Canadians’ b Closed tioni
needs and osed captioning 25
reflecting their
values
v Local competition | p Impact of new price cap regime on 28
industry
v State of the b Broadcasting Policy Monitoring Report; 31
. . industry Report to the Governor-in-Council:
Economic prosperity Status of Competition in Canadian
Telecommunications Markets and
Deployment/Accessibility of Advanced
Telecommunications Infrastructure and
Services
v/ CRTC initiatives b Reducing the regulatory burden on 33
small telephone companies, radio
licence renewals
P Application processing standards 33
b Public processes 34
Equity and fairness
v' Government- P Government On-Line and the new web 34
sponsored site
initiatives P Service Improvement Initiative 35
P Values and ethics 35
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Performance Accomplishments

The following performance report highlights the Commission’s mgor accomplishments
and ongoing challenges.

Cultural prosperity

The Government of Canada is committed to sustaining a vibrant Canadian culture
through cultural policies that focus on excellence in the creative process and on diverse
Canadian content (2001 Speech from the Throne). The CRTC contributes to Canadians
cultural prosperity through policies, regulations and licensing decisions that give
Canadians a wide choice of broadcasting services from around the world, while ensuring
a Canadian presence globally. The Commission also fosters Canadian talent and
programming, in both official languages, through requirements for direct financia
support from broadcasters and distributors and its rules regarding Canadian content
levels. The CRTC also develops policies and licenses broadcasting services that support
and reflect the Aboriginal and multicultural and multi-ethnic Canadian reality. Thus, the
CRTC's performance story is, in part, about how the Commission has risen to meet the
challenge of sustaining a vibrant Canadian culture.

Strategic Objective Dedicated Resour ces’

The availability of Canadian content and
programming that reflects Canadian creative
talent, Canada’s linguistic duality, cultural $12.8 million 1314 FTEs
diversity and social values, aswell asits national,
regional and community differences

Canadian Content (CanCon)

Ensuring the availability of Canadian content is one of the cornerstones of the
Broadcasting Act. One of its primary purposes is to make Canadian artists and Canadian
stories available to Canadians. The CRTC establishes and monitors the implementation of
policies and regulations that ensure that Canada’ s broadcasting system meets

Parliament’ s objectives for the development and presence of Canadian content. The scope
of the CanCon policies and regulations includes, but is not limited to:

v' the broadcasting system'’s financial support for the creation of Canadian content;
v' the creation and production of Canadian programs and music;

2 Whilethe performance story highlights only the CRTC' s major accomplishments, the dedicated resources indicated are the total s utilized for all activitiesrelated to
each strategic objective

Section Il: Strategic Context and Perfornance
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v’ the amount of Canadian content that must be made available by distribution
undertakings, and
v Canadian ownership and control of the broadcasting system.

The CRTC does not claim that it is the sole guardian of Canadian culture. In this
endeavour and others, the Commission has many partners. Together with a variety of
private and public institutions - notably the Department of Canadian Heritage and the
other organizations in the Canadian Heritage Portfolio — as well as a myriad of Canadian
artists and performers, a host of Canadian cultural groups and millions of ‘ ordinary’
Canadians, the Commission helps nurture and sustain a vibrant and unique Canadian
culture.

The CRTC' s specid role in advancing Canadian culture is demonstrated, in part, by the
financial support that the Commission has caused to be directed into funding the
development of Canadian talent and programming:®

v/ Canadian Talent Development contributions: The CRTC requests that all private
commercial radio licensees make an annual financial commitment to Canadian talent
as part of their licence renewal applications. Since 1997, radio licence renewals have
generated $13.7 million for Canadian Taent Development initiatives.

v" Transfer of ownership or control benefits: Applicants for atransfer of ownership
or control of radio stations must commit to make a minimum direct financial
contribution of 6 percent of the value of the transaction to Canadian Talent
Development. Between April 1998 and July 2002, such benefits have totalled $92.6
million. Applicants for transfers of ownership or control of commercial television
broadcasting undertakings must commit a direct financial contribution of 10 percent
of the value of the transaction to the Canadian broadcasting system. Between June
1999 and July 2002, such tangible benefits have totalled $515 million.

v' Broadcasting Distribution Undertakings (BDU) contributionsto programming
funds: The Broadcasting Distribution Regulations require that all Class 1 and Class 2
terrestrial BDUs as well as all satellite distribution undertakings contribute a
minimum of 5 percent of their gross annual revenues to the creation and presentation
of Canadian programming. Since 1997, such contributions have totalled $398.5
million.

v Expenditures on Canadian programming: To meet their licensing requirements for
Canadian content, Canada’ s television broadcasters must either purchase or produce
Canadian programs. Since 1997, that spending, as detailed in Table 2.1, has totalled
$6.932 hillion.

3 For greater detail concerning the funding of Canadian talent and programming, please see the CRTC's forthcoming Broadcasting Policy
Monitoring Report, which may be found at http://www.crtc.gc.ca/eng/publications/reports.htm.
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Table 2.1: Eligible Expenditures on Canadian Programming ($million)*

Source 1997 1998 1999 2000 2001
English-language TV

Private conventional 367.2 417.5 403.4 393.6 394.8
CBC 203.8 311.4 353.0 324.3 299.6
Pay, PPV and specialty services 198.7 226.7 320.9 374.8 428.2
French-language TV

Private conventional and SRC 254.5 267.7 304.0 329.9 296.4
Pay, PPV and specialty services 60.8 717 82.6 931 109.1
Ethnic specialty services 5.7 7.4 7.8 8.3 9.1
Total 1090.7 1308.4 1471.7 1524.0 1537.2

* Source: CRTC financial database and CBC annual returns.

CanCon policies and regulations also influenced the competitive licensing process for
television* Often, competing applicants promise to deliver above the minimum amount
of CanCon required by CRTC regulations. Thus, the Commission’s competitive
licensing process results in two different benefits for Canadians. The first, demonstrated
in Table 2.1, is expenditures on Canadian programming that help support Canadians who
work in the field. The second benefit is the number of hours of Canadian programming
available to Canadian viewers.

While the CRTC has been highly successful in fostering the scheduling of Canadian
programming during most of the broadcast day, the scheduling of Canadian priority
programming, especially drama, during the evening hours (7 p.m. to 11 p.m.) has been a
challenge. Over the last severa years, the Commission has made the scheduling of
Canadian priority programming in the evening hours a priority. The result has been a
significant increase in the amount of English-Canadian priority programming that is
available to Canadians.® One of the remaining challenges is to promote an increase in the
drama component of that programming.

The increase in the scheduling of English-Canadian programming has not been reflected
in the number of viewers and therein lies one of the CRTC' s challenges. While the trend
over the last severa years has been a significant increase in scheduling, the trend in terms
of numbers of viewers has been at best, flat, and at worst, downward. Although thereis
no simple explanation for this continuing challenge, English-Canadians appear to have an
appetite for foreign drama. The Broadcasting Policy Monitoring Report, 2001 (which
can be accessed on the CRTC's web site at
http://www.crtc.gc.ca/eng/publications/reports/PolicyM onitoring/2001/bpmr.htm) shows

4 The same type of competition also draws promises of higher levels of Canadian programming in radio licence renewals.

5
Please see the forthcoming Broadcasting Policy Monitoring Report 2002 for further details
(http://www.crtc.gc.ca/eng/publications/reports.htm).
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that English Canadians' choices include alarge component of foreign programming;
recent increases in Canadian purchases of grey market satellite dishes and services® may
further support that argument. An important question is why? The CRTC does not have
all of the answers, but is actively engaged in seeking them out. Since the CRTC remains
committed to continue making Canadian broadcasting licences conditional upon airing
Canadian priority programming during the evening hours, it will continue to work on
ways to foster increased viewing of that programming.

“Thequestion | am interested in exploring ... is
how...we can reach the point where we have
English-language dramatic television seriesthat
we can relate to as Canadians; the way the
Americans can relateto The West Wing ...or
that French Canadians can relate to Fortier;
dramatic television that reflects us, amuses us,
moves us; televison that wetry and make sure
to be home to watch.”

Charles M. Dafen
Chairman
10 June 2002

Such steps are not required to stimulate the production and viewing of French-language
drama. Domestic production of French-language dramais healthy, asis the size and
loyalty of its audience.

Linguistic duality, cultural diversity and Aboriginal reality

The Canadian government is committed to sustaining Canada’s linguistic duality, which
is “fundamental to our Canadian identity and is a key element of our vibrant society. The
protection of our two official languagesis a priority of the Government...” (2001 Speech
from the Throne). The CRTC remains committed to furthering the government’s agenda
inthis area.

Most recently, the CRTC has taken action to implement the recommendations in its 2001
report Achieving a Better Balance: Report on French-language Broadcasting in a
Minority Environment, (please see the press release for a précis of the report at
http://www.crtc.gc.cel ENG/NEWS/REL EASES/2001/1010212.htm). The Commission’s
policy isto increase the amount of French-language programming available to
communities where French-speaking Canadians are a minority as the technology to do so
becomes available. Specifically, the new policy requires all large and mid-sized (Class 1
and Class 2) cable televisiondistributors who distribute programming services to their

6
Grey market satellite dishes and services originate in the United States and allow Canadians to receive programming that is not subject to the
CanCon rules.
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customers in digital mode using high capacity digital technology (750 MHz and above) to
offer their customers all Canadian English- and French-language specialty services and at
least one pay television service in English and in French in either analog or digital
format. This portion of the policy affects 21 distributors and approximately 22.6 percent
of al cable subscribersin Canada. Class 1 and Class 2 cable distributors using lower-
capacity digital technology (less than 750 MHz and more than 550 MHZz) are now
required to offer their customers at least one Canadian specialty service in the official
language of the minority in either analog or digital mode for every 10 (Canadian or non-
Canadian) programming services they distribute in the official language of the majority.
In this category, 113 distributors provide services to approximately 56.6 percent of
Canadian cable subscribers.

The Commission recognizes that many cable customers will continue to receive their
services in analog format in the short term. To ensure that Canadians continue to have
those services in the language of their choice, the Commission decided not to permit any
reduction in the number of Canadian French-language services cable companies
distribute on analog channels in Anglophone markets. Compliance with this policy by
cable distributors will mean that Canadians whose language is the official language of the
minority in their area will have access to programming in the language of their choice.

To further support Canada’s tradition of linguistic duality, the Commission now requires
al Class 1 and Class 2 as well as some small (Class 3) cable televisiondistributors to
distribute the House of Commons proceedings in the official language of the mgjority as
part of their basic service. They must aso offer the proceedings in the officia language
of the minority by utilizing their secondary audio program (SAP) technology. Since
September 1, 2002, a mgjority of Canadian cable subscribers have had access to the
Canadian Parliamentary Affairs Channel (CPAC) in the language of their choice.

Canada is also home to citizens of more than 150 ethnic backgrounds and is the first
officially multicultural country in the world. Canadians are proud of our cultural mosaic
and wish it to thrive and grow. Canada’ s Performance 2001 (which can be accessed
electronically at http://www.tbs-sct.gc.calreport_e.html) suggests that Canadian society is
enriched by Canadians' acceptance of different ethnic groups and by positive social
interaction between people of diverse backgrounds. In 1996, immigrants represented 17.4
percent of Canada’s total population and ethnic minorities made up between 30 percent
and 40 percent of the population in Canada’ s largest urban centres (Vancouver, Toronto
and Montreal).’

To encourage greater cultural diversity in the broadcasting system, the CRTC has
increased the emphasis it places on reflecting Canada' s cultural diversity. In addition to
licensing numerous new multicultural and multilingual radio and televisionstations, the
Commission has recently required the large English- and French-language television
networks (Global, CTV and TVA) and specialty services to develop and submit cultural
diversity plans as part of their licence renewals and has called upon the Canadian

7 See Canada’s Performance 2001 (http://www.tbs-sct.gc.ca/report_e.html).
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Association of Broadcasters to develop an action plan to improve the portrayal of cultural
diversity throughout the private broadcasting industry. The Commission’s goa is to
ensure the Canadian broadcasting system is reflective of Canadian society. Thisisan
ambitious goal but, in the CRTC' s view, not being inclusive would represent a greater
risk.

“The Commission has always recognized
therole of ethnic broadcasting to ensure
the full participation of members of
different ethnic groupsin Canadian
society.”
Andrée Wylie
Vice-Chairperson, Broadcasting
15 February 2002

In November 2000, the CRTC approved 283 new digital Category 2 licences, 50 of which
were for ethnic services. From November 2000 to 18 March 2002, 9 of 39 new Category
2 services launched were ethnic. Today, Canadians of Korean, Punjabi, Hindi, Tamil,
Portuguese and Greek origin are able to access new digital broadcasting servicesin their
native languages.

The CRTC has also recently licensed two new multicultural television stations (one in
Vancouver and the other in Toronto) and two multicultural radio stations (in Ottawa and
in Montreal). These newly licensed stations will increase the number of hours of
multilingual programming that is currently available nationally (see Table 2.2).

Table 2.2: Availability of multilingual programming in selected locations

Number of Broadcast

Location Languages stations hours/week
Radio

Vancouver 40 3 378.0
Edmonton 22 1 88.7
Calgary 22 1 168.0
Winnipeg 17 1 75.6
Toronto 51 6 835.0
Montréal 22 1 150.0
Television

Montréal 15 1 75.0
Toronto 20 1 68.5

Source: CRTC Broadcasting Policy Monitoring Report 2001

The Broadcasting Act, Section 3(1)(d)(iii), declares that the Canadian broadcasting
system should reflect “the linguistic duality and multicultural and multiracial nature of
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Canadian society and the specia place of aboriginal people within that society.” The
CRTC has supported portrayal of Canada’'s Aboriginal reality over the years by licensing
approximately 120 community-based native radio stations and numerous community-
based television stations. Furthermore, in 1999 the Commission approved the world’'s
first national indigenous television network, the Aborigina People's Television Network
(APTN); in 2001, it approved the Aboriginal Voices Radio network, which will have
stations in Toronto, Calgary, Vancouver and Ottawa. The CRTC also approved
contributions to Aboriginal Voices Radio as tangible benefitsin a variety of ownership
transfers. In addition to licensing and providing tangible benefits to Aboriginal television
and radio services, the Commission is dedicated to seeing an accurate reflection and
portraya of Canada s Aboriginal peoples in the English- and French-language
broadcasting services.

Cultural prosperity means more than CanCon, linguistic duality, cultural diversity and
Aboriginal reality. Other CRTC achievements that support this strategic objective
include:

Other Supporting Achievements

v In support of local programming, the Commission has initiated a review, and will
issue arevised version, of its community media policy
(http://www.crtc.gc.ca/archive/ENG/Notices/2001/pb2001-129.htm)).

v" The CRTC issued a policy framework for the transition to over-the-air digital
televisionand has called for applications in Public Notice 2002-31
(http://www.crtc.gc.ca/archive/ENG/Notices/2002/pb2002-31.htm)).

v" Through its policy framework and subsequent licensing of alarge number of services,
the CRTC has facilitated the introduction of digital specialty services which, in turn,
have given Canadian citizens more programming choices and Canadian services more
national and international exposure.

v" The CRTC has launched a review process on Internet retransmissionof broadcast
signals (http://www.crtc.gc.ca/archive/ENG/Notices/2002/pb2002-38.htm).

Social prosperity

The 2001 Speech from the Throne highlighted the Government’s intention to help
strengthen Canadian communities. The CRTC believes that better, more inclusive
communications lead to stronger communities. Thus, it is committed to fostering
Canadians' access to a variety of reasonably priced, innovative, high-quality
communications services that meet their needs and reflect their values. Over the last
several years, the Commission has asked Canadians for their views on such subjects as
prices, conditions of service and access to services for those who are hearing and visualy
impaired. Closed captioning, the 211 number for referrals to social services, descriptive
video and telephone statements in formats suited to Canadians who are visually impaired
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are some of the innovations the CRTC has enabled. The different ways in which
Canadians have benefited from these and other initiatives are outlined below.

Strategic Objective Dedicated Resour ces

Canadians have accessto a variety of
innovative, high-quality, reasonably priced $10.2 million 96.9 FTEs
communications services that meet their
needs and reflect their values.

Fair rates and access

Basic telephone service is essential for Canadians. The CRTC is committed to ensuring
that all Canadiansin al regions of the country have access to high-quality, affordable
telecommunications services and it will continue to promote universal service throughout
Canada

Inits May 2002 price cap decision (which can be accessed in its entirety at
http://www.crtc.gc.ca/archive/EN G/Decisions/2002/dt2002-34.htm) the Commission set
out the rules governing the rates five incumbent local telephone companies (TELUS,
SaskTel, MTS, Bell Canada and Aliant Telecom) can charge to residential and business
customers®. In view of the relatively low level of competitionin local telephone service
delivery and the dearth of price competition in the local telephone market, the CRTC
determined that consumers still require price protection. The new pricing rules took effect
on 1 June 2002 and will be reviewed in four years.

Under the new price regime, the average Canadian will benefit from zero increase in the
cost of their basic telephone service unless inflation exceeds 3.5 percent. Indeed, the
Commission denied requests from Bell Canada, TELUS and three other incumbent local
exchange carriers (ILECs) that would have given those companies the flexibility to
increase both telephone and pay-phone rates.’ In its price cap decision, the Commission
also restricted the average increases in local service rates for business customers to the
rate of inflation. The CRTC's objective in making this determination was to make
reliable and reasonably priced tel ephone services accessible to both urban and rural
customers.

With the introduction of its new contribution mechanismeffective 1 January 2001,° the
Commission established the means to maintain affordable local residential services for
Canadiansin rural and remote aress, or high-cost service areas (HCSAS). Initsdecision,
the Commission reduced the national subsidy for HCSAs by 70 percent or from $1 billion

8 The decision also set out rulesfor the ratesincumbent local tel ephone companies can charge their competitors. Thisisdiscussed at length in the section entitled
Economi c Prosperity.

The Commission is completing a policy proceeding before it issues a decision on aspects of pay-phone provision.
10 Please see: http://www.crtc.ge.ca/archive/ENG/Decisions/2000/DT2000-745.htm
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in 2001 to less than $300 million in 2002. The ILECs proposed rate increases for HCSAs
that would further reduce the national subsidy. The CRTC determined that local
residential customersin HCSAs would benefit from the same rate protection as local
residential customersin non-HCSAs. Thus, for the next four years, the average Canadian
in rural and remote areas will benefit from zero increase in the cost of their basic local
telephone service.

To ensure that local residential telephone services are also reliable, the Commission’s
price cap decision included interim quality-of-service mechanisms and approved service
improvement plans for the ILECs. In September 2002, the Commission initiated a
proceeding to finalize the interim quality-of-service rate adjustment regime for casesin
which ILECs fail to meet the Commission’s mandated quality-of-service indicators. The
ILECS service improvement plans will ensure service is provided to customers in regions
without telephone service and will upgrade service to customers whose present service
does not meet the basic service objectives established by the Commission.

Onerisk involved in relying on regulation to provide Canadians with affordable local
telephone services lies in its potential impact on competitionin the local market.
Conversely, therisk of relying on market forces when local residential competitionisat a
nascent stage is too significant arisk for a regulator to ignore. Regulatory protection will
need to continue in this market until market forces will sufficiently protect consumers.
The actions the CRTC has taken to balance the needs and desires of all its stakeholders —
customers, new competitors and the incumbent telephone companies — are discussed in
the following section of this performance report on economic prosperity.

Meeting Canadians’ needs and reflecting their values

The diversity that Canadians cherish is not limited to cultural and linguistic diversity.

Our communities are composed of individuals with widely varying needs and deeply-
rooted socia values. The Commission has played an important supporting role in helping
Canada to meet its objective of strong, healthy communities (Canada’ s Performance
2001, http://www.tbs-sct.gc.calreport_e.html).

Last year, the CRTC approved the application by the United Way and other agencies and
allocated the 211 number to community information and referral services
(http://www.crtc.gc.ca/archive/ENG/Decisions/2001/DT2001-475.htm). Its intention was
to help communities help themselves by providing a nationally recognized, locally
implemented single-point-of-contact referral service for people seeking assistance from
various health and social agencies. Such an important undertaking could not be realized
without a number of partners. The Commission is completing a policy proceeding before
it issues a decision on aspects of pay-phone provision (for an illustration of the
partnerships involved, please refer to Chart 2.2 below). Municipalities endorse the
business plans of groups who will offer the service; telecommunications carriers bear the
cost of re-routing the calls from current information and referral numbers to 211; and
voluntary agencies, such as the United Way, the Kids Help Phone and local distress
centres provide expertise as well as information.
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Chart 2.2: Logic Model for I mplementation of the 211 Number

WHO ACTIVITIES
Partners 211 Application
Research, gathering support and commitments, writing, submission to CRTC
Study and review applications
CRTC Public Notice 2000-151 invites responses to applications
http://www.crtc.gc.calarchive/ENG/Notices/2000/PT2000-151.htm
Interested Response to Public Notice
Parties Telephone companies, charitable organizations, municipalities, provinces, etc.
http://iwww.crtc.gc.cal PARTV I1/Eng/8665/C12-12.htm
CRTC Decision (approval)
211 Implementation
|
v y y L 4
Information Technical Resourcing Authorities
Part * United Way Implementation| | Corporateand » Municipalities
artners - CNIB » Loca Exchange other sponsors * Provinces
» Kid s Help Phone Carriers » Government of
* Other Socia « CRTC Canada
Support Agencies Interconnection
Steering
Committee (CISC)
v vy v L4
Outputs Referral Databases Telephone Lines Community Web sites
Awareness
Campaigns
|

Outcomes for
Canadians:
« Immediate
(direct influence)
¢ Intermediate
(indirect influence)
e Longterm
(indirect influence)

v

Immediate: Peoplewill be directed to the right services more efficiently

v

Intermediate: Enhanced community, social, health and government services

v

Long term: Healthier communities; North American leadership in Canada
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The potential benefits are enormous. In the United States, United Way Atlanta
established afree, 24-hour 211 linein 1997. Atlanta’s multilingual service has a database
of more than 2,000 agencies and it receives about 200,000 calls annually, or 40 percent
more than the agencies received before 211 service!!. In Canada, the Community
Information Centre of Metropolitan Toronto launched Canada’s first 211 initiative in
June 2002, in partnership with the United Way of Greater Toronto, the City of Toronto
and the Government of Canada and other sponsors, including Hydro One and Toronto
Hydro. The Toronto initiative, which includes both a 211 telephone service and a web
site, could provide a model for other municipalities to follow. To date, Edmonton,
Cagary, Vancouver, Windsor and Winnipeg are also exploring the possibilities of 211
service.

Meeting Canadians’ needs also includes meeting the needs of those who have disabilities.
In the late 1980s, the Commission began to encourage, and then to expect, Canadian
broadcasters to provide Canadians who are hearing impaired with closed captioning. In
1987, when granting CBC its licence renewal, the CRTC set its expectations for closed
captioning at 15 hours per week. By 1995, large English-Canadian broadcasters were
expected to provide closed captioning for 90 percent of all programming and for 100
percent of local news,; small and medium English-language broadcasters were encouraged
to achieve similar levels. As of 2002, the 90/100 percent standard is applicable to al
English-language broadcasters.

Due to technical challenges and a smaller market base, providing closed captioning in
French is a greater challenge than it isin English. Accordingly, the Commission set the
bar lower for French-language broadcasters while encouraging them to move toward
English-language levels. Last year (2001), when renewing TVA’s licence, the
Commission set the standard for French-language broadcasters. TVA is now required to
caption 100 percent of all news by September 2004 and 90 percent of al of its
programming by 2007 (the end of its licence term).

In 1991, an estimated 5.5 million Canadians had some form of hearing disability.*?
Greater levels of closed captioning are providing the means for Canadians who are
hearing impaired to take a more active role in their communities and to enjoy the wide
variety of voices and choices available on the Canadian broadcasting system.

The CRTC' s goal in supporting services such as 211, closed captioning and the other
services listed below, is to make Canadian communities stronger, more vibrant and more
inclusive.

1 Bill Mah, “ Support Netowrk: devel oping non-emergency aid number,” Edmonton Journal, 23 March 2002
12 A more recent count of the heari ng impaired from the 2001 Census will be available from Statistics Canadain due course.
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Other Supporting Achievements

v In August 2001, a CRTC order made it mandatory for Canadian telecommunications
carriers to provide essential information in alternative formats for persons who are
visualy impaired. In March 2002, CRTC decision 2002-13
http://www.crtc.gc.ca/archive/ENG/Decisions/2002/dt2002-13.htm established a
condition of service that requires carriers to ensure that long distance resellers also
provide billing options in alternative formats on demand.

v’ Canada' s incumbent local exchange carriers have varying policies with respect to the
frequency with which they send itemized statements to customers. As part of the new
price cap regime, the Commission expressed the preliminary view that the TELUS,
MTS and SaskTel policies of issuing their customers itemized monthly statements
should be extended to Bell Canada and Aliant Telecom.

v' The Commission recently placed greater emphasis on improving televisionservices
for Canadians who are visually impaired. In 2001, the CRTC made it a condition of
licence renewal that CTV and Global begin to provide descriptive video services
(DVS) of aportion of their programming. The Commission aso expects TVA to
increase the number of hours of DVS it provides during peak periods from two hours
per week in years one and two of their licence to four hours per week in year five and
thereafter. To make this possible, the National Broadcast Reading Service, which
provides Voiceprint, received funding from transfer benefits to pursue work in the
descriptive video arena. Canadians are now beginning to benefit from the
implementation of descriptive video.

Economic prosperity

The CRTC' s third strategic objective means fostering a competitive Canadian
communications industry. Over the past decade, the Commission’s competitive
frameworks have supported the advent of significant long distance competition ' which
has given Canadians the lowest long distance ratesin North America.** Since 1997, the
Commission has turned its attention to fostering similar levels of competition in the local
telephone market. In fact, fostering facilities-based competitionwas one of the objectives
the Commission’s price cap decision was designed to achieve. The CRTC has
undertaken other supporting initiatives as well. This section details some CRTC policies
and decisions that have facilitated economic results for Canadians.

13 OECD. Communications Outlook 2001. OECD, 2001.
14 The Yankee Group. Canadian Consumer Communications Costs: Talk is (Still) Cheap! The Y ankee Group, 2001.
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Strategic Objective Dedicated Resour ces

Competitive Canadian communications $11.9 million 113.4 FTEs
industry

Local telecommunications competition

The first price cap regime was established by CRTC Decision 97-9 (which can be found
at http://www.crtc.gc.ca/archive/eng/Decisions/1997/DT97-9.htm). That regime was
designed to:

v make high-quality, reliable and affordable services available to both urban and rural
area customers;

v foster competitionin the Canadian telecommunications industry;

v' provide incumbents with incentives to increase efficiencies and to be more innovative
and with a reasonable opportunity to earn afair return for their utility segments; and

v implement a price cap regime that was simple and straightforward and that would
reduce the regulatory burden to the greatest extent possible.

In its decision, the Commission indicated that it would conduct a review of the initial
regime in the fourth year of the price cap period to determine if and how pricing levels
should be altered under the next regime.

When it was first conceived, the price cap review was primarily intended to set pricing
rules for certain non-forborne services. In July of 2000, the Commission requested
comments on the scope of the upcoming review of the price cap regime, indicating that it
would consider, among other things:

a) whether a price cap regime would permit sustainable competitionto evolve;
b) criteriato measure the success of the current regime; and
C) issuesthat should be considered in the review.

Following itsinitial consultations, the Commission issued Public Notice CRTC 2001-37
indicating that it would consider whether price cap regulation continued to represent an
appropriate basis of regulation to balance the interests of three main stakeholder groups —
consumers, ILECs and competitors — and sought proposals on elements that should be
included in the new regime. The Public Notice led to public proceedings in which eight
different telephone companies and 53 individuals, municipalities, provincial
governments, corporations and other organizations registered as interested parties. The
CRTC and ILECs aso received 1,935 letters and e-mails on a number of subjects,
including the companies proposed service improvement plans. However, the dominant
theme of the correspondence was Canadians objection to the companies proposed rate
increases.
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The previous section on social prosperity discusses how Canadians will benefit from the
price cap decision; this section discusses the decision asit pertainsto ILECs and
competitors.

“Striking the right balance between
producer and consumer and between
incumbent and competitor is never easy, but
it isan objectivetheregulator must aim to
achievein the best way possible.” *°

David Colville
Vice-Chair, Telecommunications

The Commission’s objectives in reaching the new price cap decision (which is available
at http://www.crtc.gc.ca/archive/ENG/Decisions/2002/dt2002-34.htm) were to:

v" make high-quality, reliable and affordable telephone service accessible to both urban
and rural customers,

v" balance the interests of the three main stakeholder groups in the telecommunications
markets (customers, ILECs and competitors);

v foster facilities-based competitionin Canadian telecommunications markets;

v' provide incentives to the incumbent telephone companies to increase efficiencies and
be more innovative; and

v’ adopt regulatory approaches that impose the minimum regulatory burden compatible
with achievement of the previous four objectives.

To further these objectives, in May 2002 the Commission adopted a price regulation
regime that differs from the initial regime in certain important respects. The new price
regulation regime includes a greater number of service baskets and groups (eight in total).
This change permits the Commission to structure its pricing constraints more precisely to
achieve economic objectives.

The Commission also refined its regulatory approach to a number of ILEC services
(Competitor Services) that competitors require to provide their own services, but find
difficult to self-supply (or obtain from non-ILECs). The Commission identified two
categories within Competitor Services and assigned each Competitor Service to one of
the two categories. The first category comprises ILEC services that are in the nature of
an essential service. The pricing of these services was revised and the mark-up over
Phase Il costs was generally reduced to 15 percent. Pricing constraints were applied to
this category of Competitor Services to ensure that competitors have access to relevant
services at rates that will foster the development of facilities-based competition In

1o DecimaPublishing, Network Letter, Volume 22, Issue 12, 18 June 2002.
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addition, the Commission has required that ILECs introduce a Competitor Digital
Network Access service. The Commission anticipates that this new service will make it
easier for competitors to obtain access to customers, particularly in densely populated
urban areas. The second category of Competitor Services comprises services that, while
developed by ILECs for use by competitors, are not in the nature of essential services;
rates for these services will continue to be approved on a case-by-case basis.

Asit has done for customers, the Commission also took steps to ensure that competitors
receive quality service from ILECs. The Commission established an interim quality-of-
service rate adjustment regime for competitors for cases in which ILECs fail to meet the
Commission’s mandated quality-of-service indicators. The CRTC initiated a proceeding
in September 2002 to finalize the quality-of-service rate adjustment regime.

The CRTC isvery conscious of the administrative burden that regulators can impose on
regulated carriers. In its price cap decision, the Commission reduced the regulatory
burden on the ILECs by eliminating the requirement to file Phase 111/Split Rate Base
reports and the intercorporate transaction report. The CRTC’ s decision to eliminate both
reports should free up resources for other operational purposes.

Fair rates and improved access to services for competitors, quality of service and
reduction of the administrative burden on ILECs are only the highlights of alengthy and
complex decision that will have a profound impact on Canada’ s telecommunications
industry for the next several years. To read the full decision, please see
http://www.crtc.gc.ca/archive/ENG/Decisions/2002/dt2002-34.htm

In March 2001, the Commission initiated a proceeding to develop and implement a price
regulation regime for Télébec and TELUS Québec. Concurrently, the CRTC undertook a
financial review of both companies to set just and reasonable rates to coincide with
implementation of price regulation. The Commission released adecision in July 2002 in
which it adopted a price regulation regime for Télébec and TELUS Québec similar to the
one set out in the May 2002 price cap decision. ®

It is readily apparent that one of the CRTC’s mgjor challenges has been, and remains,
creation of sustainable competitionin local telephone service. To date, results have
lagged behind expectations, particularly when compared to the growth in long distance
competition The Commission firmly believes that Canada’ s sound economic base and
the potential of new technologies will make a difference and that local competitionwill
become aredlity.

16 At the time of writing, the Commission had not released the Télébec and TELUS Québec decision. The CRTC's 2003 Departmental
Performance Report will outline the benefits of this decision.
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State of the industry

To determine how competitive the Canadian communications industry actualy is, the
CRTC monitors both the broadcasting and telecommunications industries and produces
annual reports on each. In addition to providing Canadians with information on two very
important drivers of the Canadian economy, these reports provide Canadians with
objective means to assess the CRTC' s performance vis a vis the success of its policies
and regulatory initiatives.

The Broadcasting Policy Monitoring Report (the Monitoring Report) provides Canadians
with data on, and analysis of, a number of performance indicators the Commission uses
in its ongoing assessment of the impact of broadcasting regulations, policies and
decisions (the 2000, 2001 and the soon to be published 2002 report can be found on the
CRTC sweb site at http://www.crtc.gc.ca/eng/publications/reports.htm). Each year, the
Commission updates the Monitoring Report with the most current data available on
competitive licensing, Canadian Talent Development, ethnic radio and television
scheduling and viewing of Canadian programming, transfer benefits and the financial
performance of radio, television and broadcasting distribution undertakings (BDUS)
along with indicators for new policies and decisions. A portion of datathe Commission
uses to support the accomplishments conveyed in the broadcasting portions of its annual
Departmental Performance Report is collected and analyzed for the purposes of the
Monitoring Report.

In September 2001, the CRTC published its first Report to the Governor in Council:
Satus of Competition in Canadian Telecommunications Markets and
Deployment/Accessibility of Advanced Telecommunications Infrastructure and Services
(the Report on Competition) in compliance with Order in Council P.C. 2000-1053. The
Commission will continue to monitor and report annually on the state of competitionin
telecommunications (the 2001 report and the soon-to-be published 2002 report are
available on the CRTC web site at http://www.crtc.gc.ca/eng/publications/reports.htm).
The 2001 Report on Competition offers information, facts and data on the
telecommunications industry, including:

an overview of the Canadian telecommunications industry and its regulation;

general data on players in the Canadian telecommunications industry;

information on the status of competitionin telecommunications in Canada, by market;
a description of the impact of competition on customers; and

an overview of the deployment of broadband infrastructure across Canada.

AN NN NN

Canadians are invited to read the report on the CRTC web site and to determine for
themselves how successful the Commission has been in facilitating a competitive
Canadian telecommunications industry.

The price cap review and decision is not the only way the CRTC attempits to foster
sustainable local competition Other activities and decisions that contribute to the
realization of sustainable local competitionare described below.
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Other Supporting Achievements

v" The CRTC Industry Steering Committee (CISC) has been, and continues to be,
effective in resolving competitive disputes over issues such as competitive pay-
phones, co-location and inbuilding wire. For additional details on co-location, please
see http://www.crtc.gc.ca/PartV [1/Eng/8621/C12-01.htm
For additional details on inbuilding wire, go to
http://www.crtc.gc.c&lENG/Proc_rep/TELECOM/1999/8644/E17-01.htm

v In Decision CRTC 2001-238
(http://www.crtc.gc.calarchive/ENG/Decisions/2001/DT2001-238.htm) the
Commission revised the rates competitors pay for the use of ILEC’s unbundled loops.
CRTC staff estimates that this decision will save competitors $12 million annualy.

v In changing the basis for the contribution regime to 4.5 percent of revenues, the
CRTC saved competitors approximately $160 million and by further reducing the
charge to 1.4 percent of revenues, the CRTC provided them with an additional annual
saving of approximately $30 million.

v" The Commission estimates that competitors' savings from other recent CRTC
decisions, including the price cap, amount to approximately $150 million annually.

Equity and fairness

The CRTC strives to ensure that its regulatory decisions are equitable and fair and that its
processes are efficient, transparent and effective. The CRTC has taken many steps to re-
engineer its processes and to set and meet rigorous service standards for itself. These
initiatives are further enhanced by making as much information as possible, including
applications and reporting forms, available on its new and improved web site
(http://www.crtc.gc.cal). The final chapter of this performance report demonstrates how
Canadian citizens and industry have benefited, and will continue to benefit, from the
Commissions progress toward its fourth strategic objective of equity and fairness.
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Strategic Objective Dedicated Resour ces

Commission processes that are fair, credible $6.7 million 65.3 FTEs
and effective.

CRTC initiatives

The Commission recognizes that some of its policies and regulations may impose a
significant regulatory burden on small businesses. The CRTC isitself a small entity
within the federal government and, at times, it too feels the burden of central agencies
administrative demands. The CRTC recognized such a problem in its work with the 39
small incumbent telephone companies that serve less than 2 percent of the Canadian
population. In its decision CRTC 2001-756 (which can be accessed at
http://www.crtc.gc.ca/archive/ENG/Decisions/2001/dt2001- 756.htm), the Commission
determined that those small telephone companies would be regulated under a framework
that focuses on prices, rather than on earnings, commencing 1 January 2002. This new
framework also allows annual price increases based on inflation and incorporates the new
contribution mechanism. To further reduce the regulatory burden, the Commission now
permits those small telephone companies to use a proxy approach to determine their
subsidy requirements, thereby eliminating the need to perform detailed costing studies.

Another avenue the Commission is pursuing to reduce the regulatory burden is the
application process. Each year, the Commission considers approximately 125 to 150
applications for radio licence renewal. Eighty percent of those renewals raise no concerns
for either intervenors or the Commission. Thus, the CRTC decided to adopt a new, short,
licence renewal application for AM and FM radio licensees whose performance in their
past licence term has raised no concern and who wish to renew their licences under the
same terms and conditions as their current licence. This decision is intended to reduce the
regulatory burden on the radio stations while maintaining the integrity of the regulatory
process. The Commission will assess the effectiveness of this measure after the 2003
round of radio licence renewals has been completed.

Since the Commission expects the industries it regulates to meet specific quality-of-
service standards, it is only fair that the Commission also set and meet quality-of-service
standards for itself. Effective 1 April 2002, the Telecommunications Branch of the
CRTC implemented a series of service standards for processing applications (please see
http://www.crtc.gc.caleng/publications/reports/st2002 t.htm). The Telecommunications
Branch will post quarterly and annual reports on its progress in meeting those standards
on the CRTC web site (http://www.crtc.gc.ca/). The Broadcasting Branch’s annual report
on processing broadcasting applications for the 2001-2002 fiscal year can be found at
http://www.crtc.gc.ca/lENG/publications/reports/standards2001.htm

The CRTC' s public proceedings afford Canadians the opportunity to participate in
regulatory processes that affect or ssmply interest them. In the last year, the Commission
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held a number of public hearings on new broadcasting licences and the price cap regime.
As the price cap hearings approached, Canadians in Atlantic Canada affected by the
Aliant Telecom price cap submission requested that the Commission hold its hearing in
the Atlantic Provinces instead of near its headquarters building in Gatineau, Québec.
While it was not possible to change the venue of the hearing, the Commission took a
series of steps to accommodate those who wished to participate in the hearing without
travelling. For example, eight individuals appeared at the hearing as designated
representatives, ten individuals participated via CRTC-sponsored conference calls and
388 (representing 1,847 signatures) wrote or e-mailed either the CRTC or Aliant itself to
protest the proposed rate increase. The Commission duly considered al of their
submissions.

Government driven initiatives

On 25 March 2002, the CRTC launched its new and improved web site
(http://www.crtc.gc.cal). The Commission’s site now complies with the Government of
Canada's ‘common look and feel’ guidelines, and has a number of significant
improvements that clients have told the Commission they appreciate (see Chart 2.3 for
examples of the comments):

v" the Telecommunications Branch’s monitoring survey assists companies in providing

information for the Report on Competition

(http://www.crtc.gc.cal/PartV11/eng/monitor/index.htm);

arich reference centre contains more information;

alarger and improved search function with metatags facilitates searching the web

Site;

V' interactive forms for application processes as well as complaints make Canadians
interactions with the Commission faster and easier;

AN

v’ broadcasting formsin HTML (an ongoing project) are easier to use;

v’ consolidation of all industry information under one button: ‘ Industries at a Glance’
provides easier access to a wealth of information;

v quicker access to ‘Headlines (formerly ‘What's New?);

v

consumer information sheets provide Canadians with easy to access descriptions of
both current and ongoing issues; and
v a‘Canadian Content’ button provides information and also welcomes comments.
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Chart 2.3: Monthly Visitsto the CRTC Web Site, 2001-2002

ﬁThe overhauled CRTC \

site is fantastic. The new
Reference Centre makes
searching a whole lot
easier. The work that must
have gone into this is very
much appreciated.”

N

“Compliments on the
new web site — it works
extremely well from my
experience so far. Keep
up the good work.”

“l had alook at the
new site last evening

220,000
200,000

great! My
congratulations ...”

June July Aug Sept Oct Nov Dec Jan Feb Mar Apr May
Monthly visits, 2001-2002

One of the most frequently used features of the Commission’s web site is the ‘ Complaints
and Inquiries button.'” The Commission receives thousands of complaints and requests
for information annually, which are handled by Client Services.*® In addition to
responding to calls, letters and e-mails, this group is aso in the process of devising a
methodology to test the effectiveness of their service to the Commission’s clients under
the Service Improvement Initiative. To implement its client satisfaction survey, the
CRTC will go directly to Canadians who have contacted the Commission in the six
months prior to the survey. Bearing in mind that, in the last few years, the Commission’s
clients have expressed their displeasure at receiving unsolicited telephone calls, Client
Servicesis building a database of clients who wish to be contacted about the service they
received. During thistime, Client Services will aso be designing the survey strategy and
survey instrument. The Commission expects to be able to report on itsinitial client
satisfaction results in the 2003 Departmental Performance Report.

In the autumn of 2001, the Government of Canada began a dialogue with members of the
Public Service on the subject of values and ethics The Commission embraces the
importance of values and ethicsin al of the work it does. As a part of its work on this
subject, the Commission has completed a series of Information Protection Sensitization

17

Canadians may also access the CRTC's toll-free line at 1-877-249-2782 to raise issues within the Commission’s jurisdiction.
18 ) . }

For example, in 2001 the CRTC received and responded to 59,501 complaints.
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Sessions. These sessions were designed to provide staff with a greater awareness of how
individuals might attempt to extract information that should be protected and how to
protect the Commission and its clients from the inadvertent release of sensitive
information. The CRTC' s staff was enthusiastic and participated vigoroudy in the
sessions. Results achieved included:

v agreater awareness of how people try to gather information for their own benefit
(such as early knowledge of a decision for financial gain) and of measures staff can
take to prevent premature disclosure of protected information;

v agreater awareness of what can be released and, therefore, release of more non-
confidential information to create a better informed public; and

v’ agreater appreciation for the confidentiality of information so that industry can be
assured that its information is, and will continue to be, kept confidential.

The sessions included recently appointed staff. 1n keeping with the Government’s Public
Service Revitdization initiative, the CRTC held two national recruitment campaigns over
the past year to add several telecommunications analysts and legal advisorsto the
Commission’s ranks. Both competitions reached out to candidates in both official
languages and welcomed candidates from groups designated under Employment Equity.
The individuals who ultimately joined the Commission will help to preserve and promote
the integrity and fairness of the Commission’s processes and decisions.

The Commission sets high standards for itself and its dedicated, professional staff strives
to meet those standards in every respect. The initiatives described above are only some of
the ways in which the CRTC accomplishes its strategic objective of equity and fairness.
Others are described below.

Other Supporting Achievements and Forthcoming Initiatives

v Inits price cap decision, the Commission pledged to hold a Phase |l costing
consultation to review the methodologies used to determine the pricing levels of
ILEC’s services and the subsidy for basic local residential services in high-cost
serving areas (HCSAS). This consultation is intended to increase the reliability and
transparency of the costing process to benefit all stakeholders.

v In 2000, the Commission began broadcasting oral hearings viaits Internet site. A
total of 635 visitors logged in to listen to the price cap hearing.

v" The CRTC and the Department of Canadian Heritage have now completed one year
of sharing the services of a combined Pay and Benefits office.
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Annex A: Financial Information & Summary Tables

Crosswalk Table

In its 2000 Planning, Reporting and Accountability Structure (PRAS), the CRTC adopted
one business line, Regulation of Communication in the Public Interest. The crosswak
table below illustrates the change; the remaining financial tables, where appropriate,
report on only one business line.

Business Lines ' Business Line

Canada’s Voices Regulation of Communication in the
Public Interest

Planned Spending
Total Authorities

2000-2001 Actuals Planned Spending
‘ Total Authorities
Choices for Canadians 2001-2002 Actuals
Planned Spending
Total Authorities

2000-2001 Actuals

Regulation of Communication in the
Public Interest
Planned Spending $39.0 million

Total Authorities $41.9 million
2001-2002 Actuals $41.6 million
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Financial Summary Tables

Table 1: Summary of Voted Appropriations
Table 2: Comparison of Total Planned to Actual Spending

Table 3: Historical Comparison of Total Planned Spending versus Actual
Spending

Table 4: Crosswalk between Strategic Outcomes and Business Lines

Table 5: Revenue by Business Line

Table 6: Contingent Liabilities

Table 1. Summary of Voted Appropriations

Financial Requirements by Authority — 2001-2002 ($ millions)

2001-2002
Planned Total
Spending Authorities Actual
Vote  Canadian Radio-
television and
Telecommunications
Commission
50 Program expenditures 35 58 55
(S) Contribution to employee
benefit plans 4.9 5.1 5.1
Total CRTC 8.4 10.9 10.6

Table 1 provides information regarding that portion of the Commission’s budget thet is
funded through appropriations. The total of $10.6 million includes $5.1 million in costs
related to Employee Benefit Plans and $5.5 million in program expenditures ($3.5 million
in temporary funding that is not recoverable from CRTC fee payers and $2.3 million
related to approved salary increases as well as maternity and severance payments).
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Table 2: Comparison of Total Planned to Actual Spending

Thetota cost of the CRTC is funded by a combination of appropriations and respendable
revenue recovered from the broadcasting and telecommunications industries. (For more
information on the CRTC’ s cost recovery methodology, please see Explanation of
Revenue, which follows Table 6). The CRTC's total authorities, or its approved Treasury
Board funding level, for 2001-2002 totalled $41.9 million. The Commission’s actual

expenditures for the year totalled $41.6 million.

Comparison of Total Planned to Actual Spending ($ millions)

2 0 K »
o o fQ Ie) L
c 5 e 2 Lo B 2
_— 5 § 68 B8 $8& 28
Business Line = - =
Regulation of
Communication in the
Public Interest 420 39.0 - - 39.0 30.6 8.4
(Total Authorities) 420 41.9 - - 41.9 31.0 10.9
(Actuals) 407 41.6 - - 41.6 31.0 10.6
Total (Planned) 420 34.0 - - 34.0 30.6 8.4
(Total Authorities) 420 41.9 - - 41.9 31.0 10.9
(Actuals) 407 41.6 - - 41.6 31.0 10.6
Other Revenue and Expenditures
Non-Respendable Revenue (94.3)
(Total Authorities) (98.6)
(Actuals) (98.6)
Cost of Services Provided By Other Departments 14.3
(Total Authorities) 14.2
(Actuals) 14.2
Net Cost of Program* (71.6)
(Total Authorities) (73.5)
(Actuals) (73.8)

* Bracketsindicate that the revenue received exceeds the gross costs of the program.
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Table 3: Historical Comparison of Total Planned versus Actual Spending by
BusinessLine

Historical Comparison of Total Planned versus Actual Spending

by Business Line ($ millions)*

Actual Actual 2001-2002
1999- 2000- Planned Total
Business Lines 2000 2001 Spending Authorities Actual
Formerly
Voices 20.1 20.9
Choices 17.5 18.6
Now
Regulation of - - 39.0 41.9 41.6
Communication
in the Public
Interest
Total 37.6 39.5 39.0 41.9 41.6

* For the difference between the CRTC' s actual and planned spending, please see the explanatory note for Table 2.

Table 4: Crosswalk between Strategic Outcomes and BusinessLine

Table 4 provides a summary of the amounts expended on each of the Commission’s four
strategic objectives for FY2001-2002. The amount expended and the number of full time
equivalents (FTEs) employed in pursuit of each strategic objective are located in Section
Il of thisreport.

Crosswalk between Strategic Outcomes and Business Line

($millions)
Strategic Outcomes
Cultural Social Economic Equity and
Business Line Prosperity Prosperity Prosperity Fairness Total
Regulation of
Communication in the 12.8 10.2 11.9 6.7 41.6
Public Interest
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Table5: Revenue by BusinessLine

Revenue by Business Line ($ millions)*®
Respendable Revenue

Actual Actual 2001-2002
1999- 2000- Planned Total
Business Line 2000 2001 Revenue Authorities Actual
Canada’s Voices* 16.3 16.6 - - -
Choices for
Canadians** 13.0 13.5 - - -
Regulation of
Communication in - - 30.6 31.0 31.0
the Public Interest
Total Respendable
Revenue 29.3 30.1 30.6 31.0 31.0

Non-Respendable Revenue

Actual Actual 2001-2002
1998- 1999- Planned Total
Business Line 1999 2000 Revenue Authorities  Actual
Canada’s Voices* 80.4 88.2 - - -
Choices for
Canadians** 4.6 4.1 - - -
Regulation of
Communication in - - 94.3 98.6 98.6
the Public Interest
Total Non-Respendable
Revenue 85.0 92.3 94.3 98.6 98.6
Total Revenue 114.3 122.4 124.9 129.6 129.6

*  Broadcasting licence fees.
**  Telecommunications fees.

Table 6: Contingent Liabilities

Contingent Liabilities ($ millions)

Current as of

March 31, 2000 March 31, 2001 March 31, 2002
Litigations 0 0 0
Total 0 0 o*

* Note: In the Public Accounts for the period ending March 31, 2002 a contingent liability totalling
$60,000 was identified.

19 For further details regarding the CRTC's revenue, please see Explanation of Revenues, which follows.
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Explanation of Revenue

The CRTC collects fees under the authority of the Broadcasting Act and
Telecommunications Act and the regulations made pursuant to these Acts, namely the
Broadcasting Licence Fee Regulations, 1997 and the Telecommunications Fee
Regulations, 1995. For fiscal year 2001-2002:

v' CRTC Part | broadcasting licence fees were $22.5 million ($17.1 million
respendable®® and $5.4 million non-respendable®revenue); and

v" CRTC telecommunications fees were $19.1 million ($13.9 million respendable and
$5.2 million non-respendable revenue).

Broadcasting Licence Fees

Section 11 of the Broadcasting Act empowers the Commission to make regulations
respecting licence fees. These regulations apply to all licensees other than those classes of
undertakings specifically exempted under section 2 of the fee regulations. Every licensee
subject to the regulations is required to pay a Part | and a Part 11 licence fee to the
Commission annually. For 2001-2002, the CRTC collected atotal of $110.5 million from
broadcasting undertakings ($22.5 million in Part | fees and $88.0 million in Part |1 fees).

The Part | fee is based on the broadcasting regulatory costs incurred each year by the
Commission and other federal departments or agencies, excluding spectrum management
costs, and is equal to the aggregate of:

v' the costs of the Commission’s broadcasting activity;

v" the share of the costs of the Commission’s administrative activitiesthat is
attributable to its broadcasting activity; and

v' the other costs included in the net cost of the Commission’s program attributable
to its broadcasting activities, excluding the costs of regulating the broadcasting
spectrum.

The estimated total broadcasting regulatory costs of the Commission are set out in the
Commission’s Expenditure Plan published in Part I11 of the Estimates of the Government
of Canada (i.e. Part |11 Report on Plans and Priorities). There is an annual adjustment
amount to the Part | fee to adjust estimated costs to actual expenditures. Any excess fees
or shortfalls are credited or charged to the licensee in afollowing year’ s invoice.

The Part |1 feeis calculated at 1.365% of alicensee's gross revenue derived from
broadcasting activities in excess of an applicable exemption limit. The CRTC collects the
Part |1 fees on behalf of the government, with all revenues collected being deposited to

20 The CRTC retains respendable revenue to fund its operating budget”

21 Non-respendable revenue represents the costs incurred by other federal government departments for services (excluding Industry
Canada spectrum management) rendered without charge to the CRTC as well as the statutory costs of employee benefit plans. 1t dso
includes the adjustment to actual costsfor the previous year. These revenues are credited to the Consolidated Revenue Fund.
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the Government of Canada s Consolidated Revenue Fund (CRF). Consistent with the
policy objectives outlined in the government's Cost Recovery and Charging Policy
(1997) and as explained in the 1999 roundtable consultation with broadcasting fee payers
the rationale for assessing this fee is three-fold:

v’ to earn afair return for the Canadian public for access to, or exploitation of, a
publicly owned or controlled resource (i.e. broadcasters use of the broadcasting
spectrum);

v’ to recover Industry Canada costs associated with the management of the
broadcasting spectrum; and

v’ to represent the privilege of holding a broadcasting licence for commercial benefit.

Telecommunications Fees

Section 68 of the Telecommunications Act sets out the authority for collecting
telecommunications fees from carriers that the Commission regulates. Each company that
files tariffs must pay fees based on its operating revenue, as a percentage of the revenue
of al the carriers that file tariffs. For 2001-2002, the CRTC collected $19.1 millionin
telecommunications fees.

The annual feesthe CRTC collects is equal to the aggregate of:

v the cost of the Commission’ s telecommunications activity;

v’ the share of the costs of the administrative activities that is attributable to its
telecommunications activity; and

v’ the other costs included in the net cost of the Commission’s program attributable
to its telecommunications activity.

The estimated total telecommunications regulatory costs of the Commission are set out in
the Commission’s Expenditure Plan published in Part 111 of the Estimates of the
Government of Canada (i.e., Part 111 Report on Plans and Priorities). There is an annual
adjustment amount to the telecommunications fees to adjust estimated costs to actual
expenditures. Any excess fees or shortfalls are credited or charged to the carriersin a
following year’s invoice.
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Annex B: CRTC Members and Offices

CRTC Members

Chairperson

Vice-Chairperson, Broadcasting
Vice-Chairman,
Telecommunications
Commissioner

Commissioner

Commissioner

Commissioner

Commissioner

Commissioner

Commissioner
Commissioner

Commissioner

Charles M. Dalfen
Andrée P. Wylie

David Colville*
(Atlantic)

Andrew Cardozo

David McKendry

Joan Pennefather
Jean-Marc Demers
Suart Langford

Barbara Cram*
(Manitobal/Saskatchewan)
Andrée Nodl*

(Quebex)

Ronald D. Williams*
(Alberta/Northwest Territories)
Cindy Grauer*

(B.C./Y ukon)

* These commissioners also have regional responsibilities.

Client Services - Central Off

Toll-free
Client Services
Public Examination Room

Library
TDD

Fax Numbers

General

Communications

Finance and Corporate Services
General Counsel

Human Resources Information

Electronic Access

Internet: http://www.crtc.gc.cal/
E-mail: info@crtc.gc.ca
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ice
1-877-249-2782
(819) 997-0313

(819) 997-3430
(819) 997-8766
(819) 997-8766
(902) 426-7997
(819) 997-4330
(819) 997-4813
(819) 953-7882
(819) 997-4206
(819) 953-2935
(819) 997-4485
(204) 983-6306
(819) 997-3831
(514) 496-2370
(819) 953-0435
(780) 455-6390
(819) 997-9411
(604) 666-2914

(819) 997-2429/994-0863
Accessto Information & Privacy (819) 994-5366

(819) 997-4484
(819) 994-0423

(819) 994-0218
(819) 997-4245
(819) 953-5107
(819) 953-0589
(819) 997-2219
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Our Offices
CENTRAL OFFICE

M AILING ADDRESS

Les Terrasses de la Chaudiére CRTC

Central Building Ottawa, Ontario

1 Promenade du Portage K1A ON2

Hull, Quebec

J8X 4B1

IN NOVA SCOTIA IN SASKATCHEWAN
Metropolitan Place Cornwall Professional Bldg.
99 Wyse Road 2125 11" Avenue

Suite 1410 Suite 103

Dartmouth, Nova Scotia
B3A 4S5

Tel: (902) 426-7997
Fax: (902) 426-2721
TDD: (902) 426-6997

IN QUEBEC

405 de Maisonneuve
Montréal, Quebec
H2L 435

Tel: (514) 283-6607
Fax: (514) 283-3689
TDD: (514) 283-8316

IN ONTARIO

55 St. Clair Avenue East
Suite 624

Toronto, Ontario

MA4T IM4

Tel: (416) 952-9096

INM ANITOBA

275 Portage Avenue
Suite 1810

Winnipeg, Manitoba
R3B 2B3

Tel: (204) 983-6306
Fax: (204) 983-6317
TDD: (204) 983-8274
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Regina, Saskatchewan
AP 3X3
Tel: (306) 780-3422

IN ALBERTA
Scotia Place
Tower 2 (Esso)

10060 Jasper Avenue North West

Edmonton, Alberta
T5J3N4
Tel: (780) 495-3224

INBRITISH COLUMBIA
580 Hornby Street
Suite 530

Vancouver, B.C.

V6C 3B6

Tel: (604) 666-2111
Fax: (604) 666-8322
TDD: (604) 666-0778



Annex C: Legislation Administered and Associated Regulations

Statutes

Canadian Radio-television and R.S.C. 1985, c. C-22, as amended
Telecommunications Commission Act

Broadcasting Act S.C. 1991, c. 11, as amended
Telecommunications Act S.C. 1993, c. 38, as amended

Regulations and Rules of Procedure

CRTC Rules of Procedure

Broadcasting Information Regulations, 1993
Broadcasting Licence Fee Regulations, 1997
Broadcasting Distribution Regulations

Pay Television Regulations, 1990

Radio Regulations, 1986

Soecialty Service Regulations, 1990

Television Broadcasting Regulations, 1987
CRTC Tariff Regulations

CRTC Telecommunications Rules of Procedure
Telecommunications Fee Regulations, 1995
Canadian Telecommunications Common Carrier Ownership and Control Regulations
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