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August 6, 2008

Mr. Kevin Lynch
Clerk of the Privy Council and

Secretary to the Cabinet
Privy Council Office
Langevin Block
80 Wellington Street
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K1A0A3

Re: Canada Gazette, Part I, published June 7, 2008, Petitions to the Governor in
Council Concerning Telecom Decision CRTC 2008-1, Notice No. DGTP-001-08

Telesat Canada Comments Regarding: Telus Communications Company - Petition
to Governor in Council Concerning Telecom Decision CRTC 2008-1

Dear Mr. Lynch,

1. Telesat Canada ("Telesat" or "the Company") submits these comments in response to the
petition filed by Telus Communications Company on 16 April 2008 ("the Petition") asking
the Governor in Council to partially rescind and vary Telecom Decision CRTC 2008-1 Use of
deferral account funds to improve access to telecommunications services for persons with
disabilities and to expand broadband services to rural and remote communities, issued by
the Canadian Radio-television and Telecommunications Commission (CRTC) on 17 January
2008. Telesat urges the Governor in Council not to grant the Petition for the reasons outlined
in this letter.

2. Telus' Petition to the Governor in Council was followed by a similar "Review and Vary"
application filed with the CRTC on 23 April 2008. In accordance with the CRTC's
procedures, Telesat filed its comments on 23 May 2008 providing its view as to why
Decision 2008-1 should not be varied as requested by TeJus. Many of Telesat's comments in
that proceeding are equally valid with regard to the present Petition and are therefore repeated
herein.

3. In its Petition, Telus asks the Governor in Council to modify the provisions of
Decision 2008-1, specifically by rescinding paragraphs 113 and 114, which bring to an end
the availability of the deferral account funds for the purpose of subsidizing broadband
expansion, and to vary the Decision so as to allow this subsidy mechanism to continue. This
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subsidy regime originated with Telecom Decision CRTC 2006-9 Disposition of funds in the
deferral accounts, and allowed the ILECs, exclusively, to access the deferral account funds to
expand their broadband networks into areas which would otherwise be uneconomical to
serve.

The Deferral Account Subsidy is No Longer Warranted

4. Decision 2006-9 was issued following a detailed public process initiated by Telecom Public
Notice 2004-1 Review and disposition of deferral accounts for the second price cap period.
Telesat filed two sets of comments- on 15 October 2004 and 10 June 2005- supporting the
use of deferral account funds for broadband expansion but also urging the CRTC to consider
the role that satellite services could play in furthering that objective, noting the existing
coverage of Telesat's satellites and the number of competitors offering these services across
the Canadian provinces and territories. Under the process enacted for allocating funds under
Decision 2006-9, however, only the ILECs were granted access to the deferral account funds,
denying this access to any would-be competitors including those offering satellite service
alternatives.

5. During the process of reviewing the ILECs' broadband expansion proposals, it was
discovered that several competitors had initiated plans or were already offering broadband
services to areas which were uneconomical for ILECs to serve in the absence of access to
deferral account funds.1 Even though these locations may have been uneconomical for the
ILECs to serve absent a subsidy, this was a clear indication that competitive market forces
were at work without the need for regulatory intervention and that other providers are ready
to offer broadband services.

6. Subsequent to the release of Decision 2006-9, the Canadian Government issued Order in
Council P.C. 2006-1534 Order Issuing a Direction to the CRTC on Implementing the
Canadian Telecommunications Policy Objectives on 14 December 2006. Paragraph l(a)
states that the CRTC should "(i) rely on market forces to the maximum extent feasible as the
means of achieving the telecommunications policy objectives, and (ii) when relying on
regulation, use measures ... that interfere with the operation of the competitive market forces
to the minimum extent necessary to meet the policy objective." Further, at paragraph l(b)(ii),
the Order directs that the CRTC should "neither deter economically efficient competitive
entry into the market nor promote economically inefficient entry".

7. Bringing to an end the use of deferral account funds for broadband expansion should not be
considered to be a surprising development. As the CRTC noted at paragraph 1 of
Decision 2008-1, the disposition of any remaining balances not used either for broadband
expansion or for initiatives to improve access to telecommunications services for persons

1 See for example Telecom Decision CRTC 2007-110 Mitchell Seqforth Cable T. V. Ltd. - Application to
review and vary the determinations in Telecom Decision 2007-50 with respect to the community of
Dublin, Ontario.



with disabilities is consistent with the CRTC's determinations in Decision 2006-9.

Therefore, the CRTC is justified in ending this subsidy program which has been available
only to the ILECs for broadband expansion. This initiative was launched despite the
submissions of other broadband service providers who sought to promote the competitive
benefits of making the deferral funds available to a wider range of suppliers. As the process
has rolled out, it has been demonstrated that there are indeed competitive offerings in areas
previously considered to be uneconomical for the deployment of such services. An important
development which has transpired since the release of the Decision 2006-9 framework is the
Canadian Government's issuance of the Policy Direction which guides the CRTC to rely on
market forces and to avoid promoting economically inefficient market entry. Consequently,
the CRTC should be permitted to follow through with the plan it outlined in Decision 2006-9
to limit the use of the deferral account funds for broadband expansion to the allocation
process which has now been completed. Indeed, the CRTC would effectively have needed to
disregard the Policy Direction in order to have continued the subsidy regime in
Decision 2008-1.

Upholding the CRTC's Decision Supports Canada's Telecommunications Objectives

9. The CRTC's termination of the subsidy regime as set out in Decision 2008-1 is consistent
with many of Canada's telecommunications policy objectives as stated in Section 7 of the
Telecommunications Act. As noted above, the Decision complies with the Policy Direction
in increasing reliance on market forces [7(f)]. The presence of other service providers
willing to provide services using alternative platforms, as was discovered upon review of
ILEC broadband proposals, demonstrates that the subsidy mechanism is not necessary and
thus this element of regulation is not required [7(1")].

10. Furthermore, the presence of competitors indicates that services are available to users, even
in geographical areas previously assumed to be unserved, and thus market forces are at work
endeavouring to facilitate the orderly development of a telecommunications system that
strengthens the social and economic fabric of Canada [7(a)]s rendering affordable and
reliable high quality telecommunications services in all regions of Canada [7(b)]5 and
responding to the economic and social requirements of users [7(h)].

11. The CRTC's actions to end the subsidy mechanism allows other competitors to access the
market and encourages innovation [7(g)] in developing services which flow to the benefit of
users. Providing a subsidy to only one group of providers effectively restrains the other
providers from the opportunity to offer service alternatives which users might find to be more
attractive, thus undermining one of the key benefits of competition.

12. Innovation in the design of satellites capable of providing two-way high-speed broadband
services is moving at a rapid pace, and this is only one of many technologies that should be
available to broadband users from alternative providers willing to take risks by putting forth
new service offerings. A subsidy regime undermines competition and stifles innovation by
artificially favouring one entrant at the expense of others.



Developments in the Satellite Industry

13. Since Telesat submitted its comments to the CRTC in the 2004-2005 timeframe leading up to
the initiation of the subsidy regime, satellite technology has continued to develop at a rapid
pace including its ability to provide broadband services.

14. Telesat began in the late 1990s working to develop a consumer satellite Internet service that
could be deployed in North America. Over a period of several years numerous hardware
prototypes and satellite designs were developed, a number of which were tested with the
launch in 2002 of Nimiq 2 which included a small Ka-band payload.

15. Anik F2 was launched in July 2004, with its Ka-band direct-to-consumer broadband service
becoming available in mid-2005. This Canadian satellite was the world's first fully
commercial Ka-band broadband payload- the fruits of a decade's worth of development work
by Telesat and the Canadian manufacturers ComDev and EMS Technologies. Telesat built
Internet access gateways in Toronto, Winnipeg and Vancouver with fibre access points to the
Internet backbone. Following the success of Anik F2, Telesat launched Anik F3 in April
2007 equipped with a Ka-band payload designed to supplement the Anik F2 capacity in the
Ontario/Quebec corridor where the demand is highest.

16. Thus, Canada has been very much at the forefront of developing a satellite-based consumer
broadband service for rural and remote regions and Telesat has continued to introduce new
facilities to grow and expand this service.

17. The resellers of the Anik F2 service to the Canadian market include Barrett Xplore Inc., Bell
Aliant Limited Partnership, Infosat Communications Inc., netKaster (a division of
Northwestel Cable Inc.), NorthernTel Limited Partnership, and Telebec Limited Partnership.
Anik F2 serves both Canada and the United States with the U.S. beams being marketed by
WildBlue Communications Inc. WildBlue has experienced such a healthy uptake of its
service offering that in December 2006 it launched a second satellite, WildBlue-1, to
supplement its capacity and meet the U.S. demand. The North American landscape has
evolved rapidly with significant investment both in space and on the ground. Telesat and our
partners developed a roadmap to design, build and launch satellite-based broadband and we
are continuing to invest money and R&D efforts on the next-generation system.

18. On January 8, 2008, plans were announced for the development of the next-generation
Viasat-1 satellite. This satellite is scheduled to be launched in 2011 and, in addition to
providing Viasat Inc. with capacity to serve the market in the United States, Telesat has the
option to utilize the Ka-band spot beams that cover key segments of Canada. Telesat also
expects to meet future demand for satellite broadband services by augmenting the Ka-band
capacity currently being provided by Anik F3.

19. Hughes Network Systems of the United States launched its Ka-band Spaceway-3 satellite in
August 2007 to provide high-speed broadband to the business and residential markets. The
capacity on Spaceway-3 as well as that on satellites carrying Hughes' broadband services in
other frequency bands is being actively marketed in Canada through resellers.



20. There are several other initiatives underway to construct and launch Ka-band satellite systems
around the world. These systems are incorporating the latest developments in technology
which will increase the capacity and performance for end-users. The next-generation
satellites being planned today will incorporate technology capable of delivering several times
the capacity currently available on Anik F2 and equivalent or better than anticipated future
DSL offerings. Viasat-1 will have a total capacity of about one hundred gigabits per second
compared to the Anik F2 capacity of five gigabits per second, a twenty-fold increase,
resulting in significant augmented capabilities both in the total number of subscribers as well
as the transmission rates these users will enjoy. For example, this new satellite could carry
five times the number of subscribers, with each user receiving quadruple the transmission
speed as is available on Anik F2.

21. The impact of this increased capacity will be to drive down unit prices to make satellite-based
services even more affordable for widespread consumer markets. As the market evolves,
new business models are being developed. For example, AT&T in the United States is
expanding the reach of its broadband service offering through its partnership with WildBlue.

22. These technical and market developments in the evolution of Ka-band satellite broadband
service offerings demonstrate the ability of satellite technology to fill the needs of the
broadband market in remote as well as in rural and urban locations. It is therefore
unwarranted to perpetuate a subsidy regime as has existed with the deferral account funding
model which largely excludes satellite technology as an alternative service offering in this
market.

23. Furthermore, Ka-band satellite procurement and construction programs typically span a
period of at least four years and require an investment of $500-600 million. In order for a
satellite operator to secure commitments from anchor tenants to justify the investment, there
must be an atmosphere of certainty as to what will be the market framework in which the
services will be offered. Subsidy programs are an important variable in this framework, and
for the CRTC to extend the deferral account program would discourage potential customers
of satellite operators from making such a major commitment. It is ironic that this subsidy
program has largely excluded Ka-band satellite services in the very country that has led the
commercial development of broadband availability using this frequency band.

24. The subsidization of non-satellite services in near-urban areas only serves to distort the
market and remove the opportunity for truly remote areas to benefit from the cost savings
generated through economies of scale derived from greater penetration of satellite-based
services. The end result would be a less-than-optimal realization of the potential for the
development and availability of broadband services in Canada, a country with a size and
population distribution which is ideally suited for satellite.

Conclusion

25. In summary, Telesat requests that the Governor in Council uphold Decision 2008-1 and not
grant the Petition to extend the deferral account funding for broadband expansion. Canada



has a competitive market for the provision of broadband services to end-users anywhere in
Canada, and there is no justification for regulatory intervention through the subsidization of
one group of service providers.

26. All of which is respectfully submitted.

Paul D. Bush
Vice President, North American Sales
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