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1.0 EXECUTIVE SUMMARY 
 

1. In accordance with the procedure set out by Innovation, Science and Economic 

Development Canada (the Department or ISED), in Notice No. DGSO-001-18, Consultation on 

Licence Fees for Fixed Point-to-Point Radio Systems, dated 15 November 2018 (the 

Consultation), we are providing our Comments on the proposal to modernize the radio licence 

fee model for point-to point radio systems and their associated fees. 

 

2. We appreciate the Department's initiative to reduce point-to-point licence fees and 

concur with its objective to reward spectral efficiency and encourage innovation.  The 

Department's proposal rectifies many issues with the current point-to-point licence fee structure.  

With regard to the Department's aim to "maximize the economic and social benefit that 

Canadians derive from the use of the radio frequency spectrum in light of the challenges of a 

rapidly changing technological environment,"1 spectrum licence fees are not necessary.  The 

Canadian wireless industry already delivers significant benefit to the Canadian economy, 

generating jobs and revenue and providing crucial services that support businesses and drive 

innovation. 
 
3. Aggregate radio and spectrum licence fees should be set to only recover the cost 

associated with managing spectrum resources.  Minimizing fees will foster innovation in the long 

run.  Although the Consultation demonstrates that, in the near term, licence fees will decrease 

under the Department's proposal, it is not clear how these proposed rates were derived or 

whether they appropriately take into account the potential growth in data transmission that new 

technologies and services related to 5G may bring. 
 

4. To avoid creating a new deterrent to spectrum usage, base rates should be set at levels 

where the anticipated growth in bandwidth usage and the number of point-to-point systems are 

fully considered.  To ensure that licence fees for fixed point-to-point radio systems do not 

escalate to a level where they negatively impact innovation and the efficient use of spectrum, 

we recommend that the Department reduce the proposed base rates in Table 1 of the 

Consultation. 
 

5. In addition to reducing the proposed rates, the Department should consider imposing an 

overall cap on the total amount of fees that would be paid by the Industry.  This would ensure 

                                                
1  The Consultation, paragraph 9. 
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that the quantum of fixed point-to-point radio system licence fees will not lessen innovation and 

will support network deployment in areas with lower population densities and the Government's 

objective of increasing broadband services to rural areas. 
 

6. In some cases, the Department's proposed framework does not achieve its goal to 

incentivize the efficient use of spectrum resources.  The treatment of point-to-multipoint systems 

in particular, may result in negative cost impacts for operators if demand grows.  By applying the 

base rate to each individual link, operators will be charged multiple times for use of the same 

frequency pair, and in some cases the costs per station will double from current levels.  

Therefore, we recommend that, with respect to point-to-multipoint systems, the Department 

apply the rates on a frequency pair basis. 

 

7. The Canadian wireless industry is about to make major investments in network 

equipment and spectrum to implement 5G technologies and services.  By reducing licence fees 

for fixed point-to-point radio systems, the Department will be supporting innovation and the 

efficient use of spectrum.  Canada's future prosperity depends on the diffusion of innovation and 

on having access to state of the art network infrastructure.  World-class wireless networks and 

services will form part of the critical foundation that will support a thriving digital, information and 

knowledge economy throughout all areas of Canada. 

 
2.0 COMMENTS 
 

Q1. ISED invites comments on the proposed consumption-based fee model for the 
radio licence fees under consideration. 

 
8. The Canadian wireless industry delivers significant benefits to the Canadian economy:  

generating jobs and revenue and providing crucial services that support businesses and drive 

innovation.  This is the outcome of the significant investments made by Canadian wireless 

providers which have invested over $49 billion in capital expenditures (including investments 

through spectrum auctions), since 2006.  Spectrum licence fees can act as a drag on 

investments in wireless networks, applications and services, and therefore, on innovation.  In 

contrast, minimizing fees will foster innovation and investment. 

 

9. We recommend that aggregate radio and spectrum licence fees should be set to recover 

the cost associated with managing spectrum resources, i.e., they should be set to the minimum 

amount needed to cover administrative costs rather than generate licence fee profits for 
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Government.  This approach would be consistent with that taken by the U.S. Federal 

Communications Commission (FCC), which is mandated by Congress to only recover the cost 

of their activities:  

 

Regulatory fees, mandated by Congress, are collected "to recover the costs of 
…. enforcement activities, policy and rulemaking activities, user information 
services, and international activities."  Regulatory fees are to "be derived by 
determining the full-time equivalent number of employees performing" these 
activities, "adjusted to take into account factors that are reasonably related to the 
benefits provided to the payer of the fee by the Commission's activities . . . .."  
Regulatory fees recover direct costs, such as salary and expenses; indirect 
costs, such as overhead functions; and support costs, such as rent, utilities, and 
equipment.  [Footnotes omitted.]2 

 

10. While aggregate radio and spectrum licence fees should be set to only recover the cost 

associated with managing spectrum resources, we appreciate the Department's objective of 

rewarding spectral efficiency and encouraging innovation.  As noted by the Department, it is 

clear that a consumption-based fee model can "provide incentives to licensees to be more 

spectrally efficient, encourage them to make use of and invest in the latest radio technology, 

and give them control over their costs."3 

 

11. Although the Consultation demonstrates that, in the near term, licence fees will decrease 

under the Department's proposal, it is not clear how these proposed rates were derived or 

whether they appropriately take into account potential growth in data transmission with the 

implementation of new technologies and services related to 5G.  If there is significant growth, 

the proposed base rates may not be appropriate in the future. 

 

12. For example, the Department notes that "the mid-range frequency bands (10.55-19.7 

GHz) are the most frequently assigned in Canada for point-to-point systems."4  While we take 

no exception to using this band as the reference band, the Department has provided no 

clarification regarding the determination of this base rate.  If it is on the basis of current 

spectrum licence fees for the band divided by the current usage as measured by the number of 

systems and their assigned bandwidths, or any similar metric that uses the current usage as a 

base, then it is clear that the proposed rates do not accommodate potential growth.  To avoid 

creating a new deterrent to spectrum usage, base rates should be set at levels where the 

                                                
2  Federal Communications Commission, FCC 18-126, Assessment and Collection of Regulatory Fees for Fiscal 

Year 2018, paragraph 3. 
3  The Consultation, paragraph 25. 
4  The Consultation, paragraph 35. 
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anticipated growth in bandwidth usage and the number of point-to-point systems are fully 

considered. 

 

13. To ensure that the proposed licence fees do not escalate to a level where they 

negatively impact innovation and the efficient use of spectrum, we recommend that the 

Department reduce the proposed base rates in Table 1 of the Consultation.  Reducing the 

proposed rates by half, for example, would still allow the Government to recover over 

$10 million a year through fixed point-to-point radio system fees.  This would achieve the 

Department's stated goals to not penalize licensees for efficiently transmitting large quantities of 

data and help to alleviate spectrum congestion in the coming years by removing financial 

disincentives for spectral efficiency. 

 

14. In addition to reducing the proposed rates, the Department should also consider 

imposing an overall cap on the total amount of fees that would be paid by the Industry.  This will 

ensure that the quantum of fixed point-to-point radio system licence fees will not lessen 

innovation and will support network deployment and the Government's objective of increasing 

broadband services to rural areas. 

 

15. In some cases, the Department's proposed framework does not incent the efficient use 

of spectrum resources.  The treatment of point-to-multipoint systems in particular may result in 

higher licence fee payments for operators as demand grows.  The Department proposes that in 

the case of fixed point-to-multipoint systems, the total fee would be "the sum of the [point-to-

point] fees for each of the individual links within the system."5  However, by applying the base 

rate to each individual link, operators will be charged multiple times for use of the same 

frequency pair, and in some cases the costs per station will double from current levels. 
 

16. The proposed fee structure fails to tie fees to the efficiency of spectrum use.  After the 

first downstream station is deployed, adding stations on the same frequency pair has limited 

impact on the use of those frequencies in the surrounding area (typically a 50 km radius 

minimum).  As a result, this system penalizes operators unnecessarily for the use of point-to-

multipoint systems, despite the fact that they are spectrally efficient – exactly what the 

Department is striving for. 

 

                                                
5  The Consultation, Annex A. 
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17. To illustrate this point, Figure 1 shows that the total radio system licence fees for a 

SR500 point-to-multipoint system under the Department's proposed fee of $45 per frequency.  

The Department's proposal results in total fees of $2,205 which is more than double the $1,000 

that would be paid under the current fee structure of $100 per frequency pair per station. 

 

Figure 1: Department's Proposed Point-to-Multipoint Licence Fee Structure 

 
 

18. Although these cost impacts are relatively small on an individual level, point-to-multipoint 

systems form a significant part of operators' networks so the aggregate costs can be significant.  

Therefore, we recommend that, with respect to point-to-multipoint systems, the Department 

apply the rates on a frequency pair basis.  As shown in Figure 2, applying the rates on a 

frequency pair basis reduces the amount paid to $945 from $2,205.  This supports the 

deployment of efficient point-to-multipoint systems. 
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Figure 2: Bell Mobility's Proposed Point-to-Multipoint Licence Fee Structure 

 
 

19. The Canadian wireless industry is about to make major investments in network 

equipment and spectrum in order to implement 5G technologies and services.  By reducing 

licence fees for fixed point-to-point radio systems, the Department will be supporting innovation 

and the efficient use of spectrum.  It also supports the policy objective of the Spectrum Policy 

Framework for Canada to "maximize the economic and social benefits that Canadians derive 

from the use of the radio frequency spectrum resource."6 

 

Q2. ISED invites proposals for a fee escalator that takes into account fee predictability 
for the radio licence fees under consideration. 

 
20. On 7 December 2018, the Department informed spectrum licence holders that radio and 

spectrum licence fees would be increasing by 2.2% as of 15 March 2020.7  The Department 

also indicated that it will provide stakeholders with an opportunity to comment on alternative fee 

escalators.8  As a result, it would be more appropriate to consider a fee escalator for fixed-point-

to-point systems as part of the consultation on the implementation of the Service Fees Act to 

ensure a coherent approach. 

 

                                                
6  ISED, Spectrum Policy Framework for Canada, page 8. 
7  See http://www.ic.gc.ca/eic/site/smt-gst.nsf/eng/h_sf01713.html. 
8  See Service Fees Act – Questions and answer, item 14, available at http://www.ic.gc.ca/eic/site/smt-

gst.nsf/eng/sf11451.html. 

http://www.ic.gc.ca/eic/site/smt-gst.nsf/eng/h_sf01713.html
http://www.ic.gc.ca/eic/site/smt-gst.nsf/eng/sf11451.html
http://www.ic.gc.ca/eic/site/smt-gst.nsf/eng/sf11451.html
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21. We note that section 16(d) of the Service Fees Act includes the provision that the 

periodic fee adjustment does not apply where a fee "is adjusted periodically by operation of an 

Act of Parliament other than this Act, or by operation of an instrument made under such an 

Act".9  As the Radiocommunications Regulations are instruments made under the 

Radiocommunications Act, the point-to-point radio licence fees do not necessarily need to 

include an annual fee escalator such as the consumer price index. 
 

Q3. ISED invites comments on the proposals for minimum fees, short-duration licence 
fees and prorated fees. 

 

22. We support the Department's proposed minimum, short duration and prorated fees.  

However, there are instances where a licensee may no longer require the spectrum licence and 

returns it to the Department, but there is currently no reimbursement of fees for the portion of 

time that the licence is not used.  Therefore, we propose that the Department also allow for the 

prorated reimbursement of fees such that licensees receive 1/12 of the total annual licence fee 

for each calendar month until March 31st of the current fiscal year that the licence is not used. 

 

3.0 CONCLUSION 
 

23. The Canadian wireless industry is about to make major investments in network 

equipment and spectrum to implement 5G technologies and services.  These investments will 

be supported by the Department's objective of rewarding spectral efficiency and encouraging 

innovation.  Our recommendations are that the Department:  (i) reduce the proposed base rates; 

(ii) apply the rates on a frequency pair basis for point-to-multipoint systems; and (iii) allow for the 

prorated reimbursement of fees such that licensees receive 1/12 of the total annual licence fee 

for each calendar month until March 31st of the current fiscal year that the licence is not used, 

would further incent investment, innovation and spectral efficiency.  This will ensure that the 

quantum of fixed point-to-point radio system licence fees will not lessen innovation and will 

support network deployment and the Government's objective of increasing broadband services 

to rural areas. 

 

*** End of Document *** 

                                                
9  See https://laws-lois.justice.gc.ca/eng/acts/S-8.4/page-1.html. 

https://laws-lois.justice.gc.ca/eng/acts/S-8.4/page-1.html
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