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1.0 RESPONSE TO QUESTIONS 
 
1. In accordance with the procedure set out by Innovation, Science and Economic 

Development Canada (the Department or ISED) in Notice No. SLPB-001-21, Consultation on a 

Streamlined Framework for Auctioning Residual Spectrum Licences, dated 27 March 2021 (the 

Consultation), we are providing our Comments on the Department's proposal to establish a 

streamlined framework for auctioning residual spectrum licences. 

 

Q1. ISED is seeking comments on its proposals to not consult on the following as part 
of developing the streamlined framework for auctioning residual spectrum 
licences: 

 
a. potential changes to tier sizes when auctioning residual licences 

 

2. We generally support licensing spectrum using larger tier sizes to reduce complexity and 

ensure providers can acquire geographically contiguous spectrum that covers their entire 

operating area.  The Department does not need to use smaller licence areas to achieve their 

stated goals.  The use of smaller service areas will lead to significant interference challenges, 

and inefficient deployment.  Interference is already a significant issue for wireless operators, 

and dividing licences up into even smaller areas would exacerbate the problem.  Creating 

smaller licence areas would increase the number of borders that operators will need to 

coordinate with one another.  The necessary interference mitigation practices would prevent 

licensees from using their spectrum to its fullest extent.  In an environment of steadily growing 

demand for commercial mobile spectrum, operators are required to maximize the use of this 

limited resource. 

 

3. Even when operators are using the same technology, such as time division duplex 

(TDD)-LTE or TDD-5G, they still need to synchronize their stations with one another.  For 

instance, if wireless operators are implementing different configurations with respect to the 

assignments between downlink and uplink, then they will be required to synchronize their 

stations to the lowest common denominator of adjacent operators in order to mitigate 

interference.  For example, if an operator along one licence area border implements frame 

configurations with a higher ratio of downlink frames, while another operator uses a frame 

configuration with a higher ratio of uplink frames along another border, then both operators 

would be required to synchronize to a solution that has equal downlink and uplink frames as a 

compromise.  As a result, an operator would not be able to take full advantage of its network's 

capabilities and customer performance would suffer. 
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4. There are also significant interference issues stemming from the propagation 

characteristics of low-to-mid band spectrum.  Creating smaller licence areas increases the 

number of borders that operators will need to coordinate with one another mostly through 

attenuation efforts; otherwise radio frequency spillage outside a licence area would be 

inevitable. 

 

5. The Department argues that "tier sizes would only be modified for licences where there 

is already evidence of low (or nil) demand."1  However, the reason for low or no demand may be 

because of the measures such as spectrum set-asides or spectrum caps that limit the ability of 

some network operators to bid on the spectrum.  If these measures are removed in the residual 

auction, there would be no need to reduce the size of the licence area.  Thus, we do not 

recommend that the Department use smaller licence areas and, at a minimum, urge the 

Department to refrain from employing smaller licence areas in the low-to-mid band spectrum 

range.  If the Department wishes to reduce the size of the spectrum licence area, this proposal 

should be open for comments from the public. 

 

b. opening bid prices that are equal to or lower than the opening bid prices from the 
initial licensing framework(s) for those licences 

 

6. The Department should not reduce the opening bid prices set in the initial licensing 

framework for subsequent residual auctions.  As the Department notes, opening bid prices are 

set "to ensure that Canadians receive a fair return for the spectrum."2  Rather than reducing 

opening bid prices for low-demand spectrum and reducing the return Canadians will receive 

from the licensing of this spectrum, ISED should remove any pro-competitive measures that 

were in place during the initial auction process. 

 
7. If the Department wishes to lower opening bid prices, this should not be done without 

consultation.  Spectrum is a valuable, and highly sought-after resource.  If the Department 

wishes to lower the minimum return Canadians will receive for a spectrum licence, this proposal 

should be open for comments from the public. 

 
  

 
1  The Consultation, paragraph 16. 
2  The Consultation, paragraph 17. 
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Q2. ISED is seeking comments on its proposal to only consult on competitive 
measures for an auction of residual spectrum licences when it is considering 
competitive measures that differ significantly from the measures used in the initial 
licensing process for those licences. 

 

8. Previous Canadian auctions employing set-asides and spectrum caps have proven that 

they distort the process to the significant benefit of the set-aside spectrum recipients and the 

detriment of Canadian taxpayers and set-aside ineligible bidders.  An example of the distortive 

impacts of set-asides is the Advanced Wireless Services-3 (AWS-3) auction where Wind (now 

Shaw), QMI and Eastlink all won significant blocks of spectrum covering most of the country for 

a combined total of less than $100 million or about $0.11/MHz-Pop.  In contrast, incumbents 

paid over $3/MHz-Pop for comparable spectrum – about 28 times as much.  A similar result 

occurred in the recent 600 MHz spectrum auction.  Non-set-aside spectrum licences were 

acquired for $1.89 per MHz-Pop on average, which is more than twice the $0.81 per MHz-Pop 

paid on average for set-aside spectrum.  This implies a subsidy of over $1 billion dollars to set-

aside eligible bidders.  In our view, after 11 years of auction-related advantages and over 

$5 billion in auction-related financial subsidies, implementing spectrum set-asides and/or 

spectrum caps is an unnecessary intervention. 

 

9. Applying competitive measures to spectrum that has already been demonstrated to be in 

low demand will inappropriately limit interest in and competition for the licences, keep the price 

paid for this spectrum artificially low, and possibly again result in unallocated licences.  It will 

also introduce significant inefficiency by shutting out potential bidders.  For example, it took two 

rounds of residual auctions for the Department to successfully licence all 700 MHz spectrum in 

the North.  The Department should not apply set-asides or spectrum caps to licences assigned 

through a residual auction, but instead make the spectrum available to the widest range of 

bidders.  This will ensure that those willing to put the spectrum to its best use will bid for and 

acquire it, and that the Government will garner the highest possible value for the spectrum it 

administers on behalf of Canadians. 

 

10. In addition, the Department's Spectrum Policy Framework for Canada's enabling 

guidelines (a) and (d) state that market forces should be relied upon to the maximum extent 

feasible, and regulatory measures, where required, should be minimally intrusive, efficient and 

effective, respectively.3  Given that the licences were unallocated in the initial licensing process, 

 
3  Industry Canada, Spectrum Policy Framework for Canada, June 2007, available at 

https://www.ic.gc.ca/eic/site/smt-gst.nsf/eng/sf08776.html#s44.  
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by definition, the regulatory measures (i.e., spectrum set-asides and spectrum caps) were 

inefficient and ineffective.  The removal of such mechanisms is appropriate for the residual 

auction.  Market forces, in short, will ensure that those willing and able to put the spectrum to its 

best use will bid for and acquire it.  A market based approach to spectrum allocations will also 

ensure that the Government garners the highest possible value for the spectrum it administers 

on behalf of Canadians. 

 

Q3. ISED is seeking comments on its proposal to not consult on the following as part 
of the process for auctioning residual spectrum licences: 

 
a. the applicable conditions of licence when they are the same as the conditions 

established in the initial licensing process offering those licences or have been 
amended as a result of another consultation 

 

11. We support the proposal to not consult on the applicable conditions of licence (CoLs) 

when they align with the licences issued through the initial licensing process.  As we have 

stated in numerous consultations, including most recently in our Comments on the Consultation 

on a Policy and Licensing Framework for Spectrum in the 3500 MHz Band and the Consultation 

on the Spectrum Licence Renewal Process for Non-Auctioned Broadband Radio Services 

(BRS) Licences, we continue to recommend that ISED eliminate or reduce the scope of the 

CoLs related to 1) research and development, 2) mandatory roaming, and 3) annual reporting.  

However, the removal of these conditions should be the subject of a separate consultation that 

considers removing them for all spectrum licences.  For the purposes of a residual auction, we 

would support the adoption of the existing CoLs that were established in the initial licensing 

process. 

 

b. the term of licence for residual licences when the term is modified to align their 
expiration date to the same approximate expiration date of licences awarded 
through the initial licensing process for that same band 

 

12. The Department should not modify the term of licence for residual licences to align with 

the expiration date of licences issued through the initial licensing process.  As noted in the 

Consultation, longer term licences are necessary "in order to attract the financial investment 

required to deploy next generation wireless service."4  Longer licence terms are most 

appropriate in consideration of the very significant investments required by carriers to deploy 

spectrum, the need to coordinate with international standards bodies and equipment 

manufacturers, and the technology lifecycles common in the wireless industry. 
 

4  The Consultation, paragraph 28. 
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13. There are limited efficiencies to be gained by harmonizing the expiry date of all licences 

within the band, and shortening the term of licence significantly reduces the value of the 

spectrum.  In fact, there is no discernible policy rationale for shortening licence terms in residual 

auctions.  Shortening the licence terms will only make licences that have proven to be 

unattractive to most bidders, as evidenced by their unallocated status after the initial licensing 

process, even less so. 

 

14. Residual auctions may take place a number of years after the spectrum is initially 

licensed; in the case of 700 MHz, the second residual auction took place more than four years 

after the initial auction.  This shortened licence term will reduce the chances that a provider is 

willing to undertake the major costs associated with acquiring and deploying spectrum, and 

reduce the return Canadians receive for the licensing of this spectrum resource.  As a result, we 

recommend that all licences auctioned through a residual auction be given the same term as the 

initially auctioned licences from the date they become usable. 

 

c. amended deployment requirements when they are modified to respond to 
observed demand or to correspond to changes in the characteristics or 
conditions of the licence 

 

15. We do not object to the Department's proposal not to consult on amended deployment 

requirements as long as they are consistent with the deployment requirements of the licences 

available in the initial licensing process (e.g., all licensees should have the same amount of time 

to deploy the spectrum licences regardless of when the licensing process takes place) and are 

not reduced beyond what is required to account for changes in the characteristics or CoLs (i.e., 

once accounting for changes in the size of the service area or the length of the licence term).  

To the extent that the residual licences have smaller licence areas and/or shorter licences terms 

(neither of which we support), it may be appropriate to alter the deployment requirements to 

reflect these changes.  However, such changes should not provide residual licence winners with 

reduced deployment requirements compared to licences in the same geographic areas that 

were successfully allocated in the first licensing process.  If the Department wants to expand 

wireless coverage in rural and remote areas, it is counter-intuitive to reward residual licence 

winners with reduced deployment requirements.  Therefore, if the Department wishes to reduce 

the deployment requirements beyond what is required to account for changes in the 

characteristics of the licences or CoLs, this proposal should be open for comments from the 

public. 
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16. In addition, ISED should not impose additional deployment requirements for licensees 

that currently operate LTE networks as part of any licensing process.  Such requirements are 

unduly punitive to the service providers who have spent billions of dollars deploying LTE 

networks to 99% of Canadians and effectively punishes providers for serving all Canadians, 

including those in rural areas.  If ISED's goal is the expansion of wireless coverage to rural 

areas, this should instead be built into the general deployment requirements that apply equally 

and symmetrically to all potential licensees. 

 
Q4.  ISED is seeking comments on its proposal to use a sealed-bid auction format with 

a second-price rule to auction residual licences, and to retain the option to allow 
combinatorial (package) bidding when ISED deems it appropriate. 

 

17. The primary objective of auctions is efficiency, or assigning the spectrum to those that 

value it the most.  We submit that the most efficient auction design maximizes openness (which 

we define as transparency and the discovery of information about valuations5) and minimizes 

administrative burden (which we define by complexity and resource costs from both ISED's 

perspective and the bidders'6).  By its very design, sealed-bid auctions are not open.  There is 

no opportunity for the price discovery process that occurs in ascending-bid auction formats such 

as combinatorial clock (CCA), clock (CA) and simultaneous multiple-round ascending auctions 

(SMRA). 

 

18. The efficiency benefits of price/value discovery that occur through open bidding (i.e., not 

sealed-bid), was recognized by ISED when it noted that "other formats provide stakeholders 

with the benefit of price discovery through multiple rounds."7  The efficiency benefits of open, 

ascending-bid auctions are identified by Peter Cramton, a leading spectrum auction design 

expert: 

 
An essential advantage of open bidding is that the bidding process reveals 
information about valuations. This information promotes the efficient assignment 
of licences, since bidders can condition their bids on more information. Moreover, 
to the extent that bidder values are affiliated, it raises auction revenues … since 

 
5  Cramton, P., (2002), "Spectrum Auctions" Handbook of Telecommunications Economics, Vol. 1, Cave, 

Majumdar and Vogelsang, (eds.), Elsevier, 605-639, page 609, notes that information about valuations promotes 
the efficient assignment of licences. 

6  The more complex and resource intensive the auction format, the less straightforward and transparent the 
auction will be, and the more likely that bidders will make mistakes and/or develop inefficient bidding strategies. 

7  The Consultation, paragraph 33. 
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the winner's curse is reduced. Bidders are able to bid more aggressively in an 
open auction, since they have better information about the item's value.8 

 

19. For the above-noted reasons, we believe that the Department should, as a general rule, 

adopt auction formats that allow for ascending-bids.  However, we understand the 

administrative burden that the Department is seeking to avoid in the context of residual 

auctions, which only offer a limited number of licences.  As a result, for residual auction 

processes, we do not object to the proposal of using a sealed-bid auction format. 

 
20. Another key objective of spectrum auctions is to ensure that Canadians receive a fair 

return for the use of valuable spectrum.  As the Department acknowledges, a first-price rule 

"introduces the risk of incentivizing bidders to bid less than their true value, potentially leading to 

inefficient outcomes."9  By contrast, in second-price auctions it is a dominant strategy to bid 

truthfully and as a result, the allocations will be efficient.10  Therefore, we support the proposal 

to use the second-price rule for future residual auction processes. 

 

21. Finally, we support the use of combinatorial (package) bidding in cases where the 

Department deems it appropriate.  We agree with the Department's statement that "allowing for 

combinatorial (package) bidding could mitigate exposure risk by allowing bidders to submit bids 

that express their values for the complementarities or interdependencies that might exist 

between licences in different geographic areas or across different frequencies."11 

 

Q5. ISED is seeking comments on the amount of time potential bidders require to 
prepare for an auction of residual licences and the timelines outlined in the 
proposed Table of Key Dates. 

 

22. The timelines outlined in the proposed Table of Key Dates provide sufficient time for 

potential bidders to prepare for a residual auction.  We have no suggested changes to the 

Table. 

 

  

 
8  Cramton, P., (1997) "The FCC Spectrum Auctions: An Early Assessment," Journal of Economics and 

Management Strategy, 6(3): 431-495, page 435. 
9  The Consultation, paragraph 40. 
10  Krishna, V. (2010). Auction Theory, 2nd Edition, Academic Press, pages 188 and 189. 
11  The Consultation, paragraph 34. 
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Q6. ISED is seeking comments on its proposal to not consult on elements of the 
auction process and the rules for bidder participation prior to an auction for 
residual licences. 

 

23. We support the Department's proposal to not consult on elements of the auction process 

and rules for bidder participation.  It is appropriate to align the general auction process with the 

process established as part of the respective initial licensing framework(s) for the available 

licences.  The rules for bidder participation, including rules regarding affiliated and associated 

entities, the prohibition of collusion and other communications, and auction integrity and 

transparency, have been reviewed by the Department on numerous occasions and every time 

have been found to be sufficient to maintain auction integrity.  These policies and rules establish 

a clear and comprehensive set of behavioural norms that prohibit parties from inappropriately 

engaging in collusive conduct. 

 

2.0 CONCLUSION 
 

24. We thank the Department for the opportunity to comment on the proposal to establish a 

simplified framework for auctioning residual spectrum licences. 

 

*** End of Document *** 


