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PART I - INTRODUCTION

General

This' report constitutes the reply of the ten. - member companxes of the
TransCanada Telephone ASy‘stem (TCTS)  t Federal Department f_"'

‘Communications.  paper entitled, - "Canada/U.S. . Transborder Satelhte

Communications.- A Preliminary' Examlnatlon" ' 1ssued in- June 1979 Telesat

Canada pIans to issue a separate brief to the Department. This action on Telesat'

part is in .no way .indicative of any fundamental dlsagreement with the joint

response of the TCTS member companies and is fully compatlble in policy thrusts

“with TCTS, with - the “one exCeptxon relatlng to’ the ehglblllty ‘of ownershlp of i

satellite earth stations used for transborder appllcatlons. .

TCTS “is -an orgamzatxon of mvestor owned corporatlons, provmcnal Cro’wn‘:

' corporatxons, and in the case. of Telesat. Canada, ownershxp by the Government of

Canada and aporoved Canadian telecommunlcatlons .common’ carriers 1nc1ud1ng’_
Canadlan National Rallway Company and Canadxan Pacific. Limited. TCTS
membership structure reflects .widely varying characterlstxcs in. ownershlp, size,

service areas and regulatory superVISlon.

The member companies of TCTS are conscious of their.o'o.ligat'ion to participate in -

the formulation of national - telecommunications policies and welcome the

opportunity afforded by the lssuance of the Prehmlnary Examxnatlon to present
their views on the- prov131on of transborder satellite communlcatlons._ TCTS
endorses the process of opendlscussxon as an effective means cof ensurlng that

government pohcxes are formulated to achieve the broadest base of suooort in -

_their 1mp1ementatlon.




g
L

R S G5 @8 S5 B TS W Gn s S0 W W

- -‘l - ' ‘

In issuing the Preliminary Examination of this most important subject, ‘thle_>
Department of Communications has recognized the need for dialogue on a ‘matter
of great significance to the Canadian telecommunications industry. - It is .the

. desire of the TCTS member companies to support and to work with government in

its efforts to develop effective national pohmes. It is essentxal to take a very‘
posmve and Qpen approach to the subJect and 1t is thh thxs objectxve in rmnd»

‘that this paper has been wrxtten.

- Responsibilities

The Federal Government has the reépdnsibility to enunciate nat_ﬁional policies ih_ .

the area of telecommunications to ensure that the best interests of the public are

protected while guaranteeing - for the Canadian .people -a ‘strong and vital
telecommunications industry. ' ‘

It is the respansibility of telecommumcatlons common carmers to deveiop servxces"
based on current - technology, to desu;n systems and ta 1mplement and . gperate
national networks to meet. the telecommunications requirements of the. Canadlan

public.

‘Once telecommunications policies are stated by. government, the ‘carriers can put.

in place the programs to meet thase de_claréd na’tion'aipolicy goals.

Communications Development

Canada, because of its demographxc and geographic charactemstxcs, 1s oependent
upon a telecommumcatmns infra-structure which - facxhtates easy, reliable,

hlgh-quahty and ‘economical communicatians. ,The telecommunications common
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carriers in Canada have long understood this and have ensured -that' Canadians

‘today have one of the most advanced national telecommunications systems in the

world.. This did not hacpen by chance. The - introduction of 'high-qualit_y,

-economical services required sound research and develcpment, diligent - planning
and skilled human resources capable of 1ntegratmg leadmg-edge technology w1th".
exzstlng plant facilities. C

‘A number pf years ago, Canada was dependent” upon the United- States for iﬁs
' ‘teleccmmunications ‘technology. - Over time, Canada developed-its own :reseafch
‘and development -capability. and -today is much less reliant on.United States

_ expertise.” As a result, Canada has gained international ' recognition as' a world .

leader in telecommunications.

'Because of the. Iarger ma:kets and vast telecommunications resources in- the
: Uml:ed States, it'is generally accepted to be less ccstly to -carry traffic: thmugh .

the - Umted States, than through Canada. chever, it 13 essentlal to ‘Canada's

national interest and scverelgnl:y that this country has its own mdependent and

strong telecommunications™ system. This is consistent with prevmus federal

- Government declafaliions such as those contained in the Aprii 1975 paper entitled,
"Communications: Some Federal = Proposals", wherein .',l:he - Minister Cof
Communications outlined objectives fcr Canada. It is also. borne out by Bill C- 16';
(First Reading  on November. ‘9, 1978) where in decleral:mn cof a-

"Telecommunication Paligy for Canada" (s.3(a,d)) it is sl:a_ted‘:. ‘
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Mt is hereby declared that

(a) efficient telecommumcatxon systems are -essential ‘to the

soverexgnty and = integrity of Canada, ‘and “telecommunication

services and production resources should be developed and

administered so as to safeguard, enrich and strengthen the cultural
political, social and economic fabmc of Canada; -

(d) telecommumcatlon links within and among all parts of Canada :

‘should be strengthened, and Canadian facilities should be used to the
greatest extent .feasible for the carriage .of telecommumcatxons
within Canada and between Canada and other countrxes-_". ‘

It is important thererore, that telecommumcatxons services ' and resources :

continue to be developed to meet those stated goals.

If it is determined Ehrough-discjt.issions among the Federal Government, . common

*carriers and user organizations that the Canadian pubiic inter’est would be best
served by usmg satellite technology as well as terrestmal facmtxes for transborder;.

communications, then strong Federal Government pohcxes must be enuncxated to .

support this position. Within - that policy .fx_'amework regulated Canadx_an

telecommunications common carrier programs can be implemented to meet

national objectives. It is the accomplishment of these aims that constitutes the

purpose of this subnﬁi,ss.ion. In the context of this resoonse on transbofder satellite
. communications the term 'regulated Canadian telecommumcatxons -common

carmer" is used to refer to those carriers hsted in Appendix L.

Satellite. Development

-

Satellite technology is- suitable for:a country with Canada's  geography and

population diétribution. It has ‘greatly -improved. telecomn'nunications in the far

north, allowed greater route diversity in the south ‘and provided the means for the
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distribution of network and accasional-use television programing in both. official

.languages throughout the country. ‘Satellite technology ‘also. gives the flexxbxlxty

needed to respond quickly to. service demands 1nvolv1ng emergencxes and
temporary requirements. The:nature of satellite transmission xs.such ‘that the .
signal can be received over a broad 'geographicali area, This makes the ‘facility

useful for nationwide network distribution of peint-to-point and multipoint signals.

Telesat Canada offers satelllte telecommunlcatxons services on a commerclal
basis to the regulated Canadian telecommunications cammon carriers in the form‘

of complete radio frequency channels and. assoclated earth’ station equipment. In

turn, the carriers have integrated _satellx_te technology ‘with' terrestrial | microwave

and' cable facilities for the development of services for ,the'Cenedian public.

Satellite facilitles pr'ovide voice and data services .and a“ substantial propo:jtion of
Telesat's satellite capacity in use today is applied to the intra-Canadian television

broadcast lndostry In the future it.is expected there will be more applications

: using" satellite facilities for specxal voice and- data services and a. sxgmﬁcant

[increase in channels used for video distribution.

In order to encourage increased use of satellite capacxty, TCTS is explomng the"
development of new satellite-based - services which explmt the umque capabxlxtles'
of satellite facilities. While 1t has always been understood that satellxte servxce is
vital to the north, the potentlal of satellites to deliver new and impraved services
to serve the higher-density east-west routes should alsa be. recognlzed Increased.
utilization. will lead to greater cost-effectweness to the benefit of all customers.

“As new satellite-based. services are: offered to end-users by the regulatedf

Canadlan telecommunlcatlons common carriers, - agreements with connectlng'

~carriers ‘in the Umted States will be negotlated as required, to prov1de transborder

services to meet customer- -requirements.



The continued development of a .strong’natibnal system must alw_sx)*s‘be' Canada's
first priority in' telecommunications. Therefore, it-is vital that indigenous

satellite-based services Be developed primarily to meet intra-Canadian needs,

' recognizing the potertial detrimental impact which foreign based satellite |

services could have on internal development. =~ : SR



_PART I - THE TRANSBORDER MARKET |

The Inteagrated North American Network

Over the: years,” the telephone cornpanie.s‘ within-the TrensCanade' Telephone'
System and the American Telephone and Telegraph Company (AT&T), have

cooperated to develop ‘what is referred to as the. "1ntegrated North American
T

- network". This term is used within the industry to describe the _telephone~

switching hierarchy. and numbering system which processes the enormous volume

of telecommunications business throughout Canada-and the United States.

‘The Canadxan switched network and the United. States sw1tched network are -

functionally - 1ntegreted and physxcally ‘interconnected. However, _the Canadlen'

" switched network is lndepend,ent regarding technical deve‘lo_ornent and is evolving .

in line with the specific communications Vr_equirernents of 'theCanedién public.

National standards .of service -coupled with design criteria that’ oo_timi-ze system

economies have led to the development of a coa'st' to¥coast 'network- over which -

many different services make use of the serne physu:al plant._ TCTS has .-

integrated satellite channel technology into the sthched network so that most of

the Ierger cities in Canada . currently have setelhte facxhtxes es part of their

1ntegreted plent and there are plans for future expansxon.

It is important that the structure and cherecterxst1cs of the 1ntegreted North -

American network remain intact for the benef1t of  the Canadlan publlc. This

network - has evolved through cooperatxve 1nter-cerr1er partlcxpatxon in  careful

~and intricate - planmng and development.. ‘To' the - telephone - user the physrcel ', '

interconnection of the Canadian and  United States *switched networks .is

transperent For exarnple, this integration allows users to place .calls thhln
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: Canada and between Canada and the United States in exactly the same ‘manner.

The same number of dlgxts are dialled in all cases, and to the customer it appears .

as if the call is handled by one single netwark. This is nat the case in transborder

‘.-European systems where country codes must be dialled and gateways are utilized
to mterconnect networks of bordermg countries. The. mtegratmn cf the Canadian
. and United States. switched networks has achieved ‘'savings over the years on. the

part of the telephone *cdmpanies in bcth{icountries ‘to the ‘benefit of

telecdmmunicatidns users on both sides of the barder. The: serviée 'needs.whi'ch

have emanated as a result of the. mterwoven economles, pohtxcal 1nteractxcns, ~

Vcomplementary naticnal defense systems and scc1a1 and. cultural ties between ‘the

two countries formed the bases for the development of the mtegrated netwcrk

The system warks: well and, no dcubt, it will continue. ta. evalve as it ‘has in the
past. To make changes which would jeopardize the integrated characteristics of .

the netwark would prove costly and, therefare, would not be in.the publlic-‘inter‘est.

Inter-carrier Agreements

The regulated Canadian telecommumcatlons . commcn 'carriers "negotiate.
.tnter-carrxer agreements with common carriers. in the Untted States. ‘Services |
such as Message- Toll, TWX, Telex, Foreign Exchange: and packet sw1tc:hed data -
services requxred an a transbarder basxs are provxded through varlous agreements;

with. AT&T, the. Western Umcn Telegraph Company, Telenet Commun1cat1cns

Cprpcraticn and Tymnet Inc. ‘As the Canadxan market expresses demand" for’

access ‘to the services cf other United States carrlers, transborder serv1ce will be

made available through similar mter-carrxer agreements. ‘



It should be noted that, as 'an example, the TCTS/AT‘&T‘agreement‘is a single
contract rather than xndxvxdual agreements between AT&T and each member of
TCTS. It is negotiated by TCTS Headquarters personnel and officials of AT&T as_

a b11atera1 contract. However, because TCTS is an orgamzatxcn of ten operatxng

, telecommumcatxons carriers, the contract is ‘signed. by each of the ten TCTS

member companxes. Accordmgly, the  end " prodgct ;s ar smgle agreement-'

negotiated bnlaterally

Market Analysis of TCTS Trarsborder Traffic -

Examxnatxon of transborder communications between Canada and the Unxted
States reveals that ‘the total. market comprlses three prmcnpal categorxes of
service. These are, in order of current revenue contrxbutxon to the system-

¢ message toll: switched network trafflc (voice and data)

. busmess special services (voxce and data)

. broadcast industry traffxc (vxdeo)

These categorxes have been exammed separately to estabhsh the1r potent1a1 for-_

apphcatlon of satellite transmisslon and are descrxbed in the follcwmg paragraphs.

Message Toll Switched Traffic (Voice andiData).

~ There are approximately 10,000 ‘circdits-in this:.t:‘ategory.. Aﬁverage annual

© growth projected':fdr the period l97§-‘thrbughfl9.81 is :_approxim'atel'yg.
11%. Si.milia_rl tQ> intra-Canadian. traffic, application orf these circuits ‘i'n_v
satellite transmission is influenced by 'twd'main. factors;: cost-distance
relationships and technical - limitations. The economic cross-overs .

between satellite and terrestrial facdilities are. _p_ri'mari.ly' f‘based on



distance, volume of traffic, and coverage as well as ‘the a'vailabi'liity of
earth station facilities. As -distance and .volume of traffic increase,
satellite use becomes more . economically viable. It is currently

'estimated that few, i'F any, of the existing circui'ts qualify for satellite

«use. In addition, certain-switching rnachmes in use today have technical. -

and network administration limitations that prevent them from workmg
effectlvely with the delays inherent in satellite systems. However, whlle'._‘
satelhte technology cannot readxly be apphed today to the transborder'-

switched message market, there may be some apphcatxon in the future. -

Business Sgecial Services .Tr,afﬂc (Voice and Data)

There are. approxxmately 5,500 transborder busmess spec1a1 services

c1rcu1ts providing data, full pemod pmvate line and other leased volce

‘services. The current growth rate. for these speolal servxces is"

approximately 5-6%' annoally It is estxmated, at’ th:s pomt in tlme, that‘

of these 5, 500 circuits. less ‘than lD% quahfy for satelhte apphcatlon. o
However, the 1ndependent development of satelhte-based busmess =
specxal services in the Umted States -and Canada wxll kaely become a;':
- significant g:owth area, . tlmulatmg the . use of satelhtes 1n the-
" transborder mafket. ' ' ' o

_ Br"oadoast Industry Traffic

an -

The televlsxon broadoast business ourrently oonsumes a substantlal share .
-of domestic satellxte use. It represents, however, a small part of exrstmg .

_transborder terrestr:al traffic. - Nevertheless,} this busmess\does.have,:

- 210 -




i " ;

significance in terms' of .the revenues derived by TCTS from its™

redlstrlbutron within Canada. The' use of ~satellites for the distribu'ti'on of . .

broadcast services is lxkely to expand. However, thlS will depend to a

large extent upon’ pohcxes adopted by the Canadlan govemment with = e

| ~ respect to Canadlan receptxon of televxsxon program sxgnals from Umted'_i' :
States satellltes. : : s : :

"~ Future Transborder Market Concerns.

‘While today's transoorder market xs served terrestrlally,v the above analysxsf
‘ ~1nd1cates an emerging demand for transborder satelllte-based servxces ln the mear =

' ...future._ ln»,the_ _Un_lte_d -States the; satellite .carriers are be.glnnlng_ to-\-serve, larg_e:‘-

business oorporations with advanced satellite-based services which are .capable of

xntegratlng voice; . data ‘and | vxdeo.. These servxces ~are almed prxmartly at -
corporatlons W1th large volumes of 1nformatxon for transfer between and among*

" locations.

TCTS reoognlzes that services must. be developed to cope with the requirements

of the future, recognlzxng that the transborder satelhte market will be. stxmulated_‘

to a large extent by demand m the Umted States. Thls wdl emanate from large
-multlnatxonal corporate systems in that country whlch requxre extenslons across'

.the border to serve Canadlan Iocatlons.

~~There are dangers 1nherent in- allowxng unrestrlcted extensxons of . Amerlcan_
- satellite services: 1nto Canada because the size of the. Umted States market is such_’ :
‘that the. Canadxan demand could be largely satlsfled by 1ncremental extensmns of .-

rAmerlcan metworks.  Such e~<tens1ons can only : erode . the Canadlan»f :

telecommunicationsiindustry.

Coo11-
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‘The possibility ‘is real. On July 10, 1979, Mr. William English, Vice- President,
Satellite -Business Systems (sBS), im testxmony ‘before the Restrictive Trade~.
Practices Commlssxon in Ottawa, testified that SBS was contemplatxng the '_:
provision of services to Canadxan 'subsrdxarxes of SBS customers. ‘Mr.\AEnghsh
. stated: L R

."As I am sure- you are’ alI aware, there was an exchange of letters in 1972 _
between the Canadian and U.S. governments which set’ up certain criteria -

where this. sort of thing, . not this specific apphcatron, but. that sort of

thing could. be given favourable’ consideration. One- of the criteria:said

that- if the ‘extension of  the Canadian location is ‘'incidental and
peripheral' to a clearly domestic service - which we -think the example I
just gave would certainly meet that criteria, the governments - - - they

weren't too specific- on-.this. but would give consideration to allowmg‘_

- those arrangements to be worked out if they- could be worked out. Lo

‘The unrestricted 'pravision of satellite 'facilities by United States-based‘

orgamzatwns to Canadian sub31d1ar1es of Amerxcan corporatxons would have a '

detrimental effect on the satellite industry in- Ca‘nada. Given' that a v1able

" Canadian satellite industry is in: the _public. interest, ‘it is- lmportant to adopt an -
aggresswe posltxon to ensure that Canadxan satelhte-based serv1c=s are developed_

“to meet lntra-Canadlan needs, while: also recogmzxng the requxrements far- access . -

to foreign satellite-based . servxces by users " in - Canada. The expertxse ‘and

* capabilities ' of Canada's- satelhte industry could thus be safeguarded while the

market requxrements far telecommunlcatlons between ‘users 1n Canada and the

United States are effectwely met.

1. Restmctxve Trade Pract1ces Commxssmn, 1n the matter of a general mquxrv‘

under Section 47 of the Combines Investlgatxon ‘Act, - relatmg,,to the -

.-manufacture, : productxon, dxstrxbutlon, purchase, supply and -sale' of

commumcatlons systems, communxcatxons equxpment and related products,
Val. 155 Page 23329 July lD, 1979. '

12
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Planning Considerations

The satellite as a carrier system is suitable for handling a wide variety of

services, rangmg from telewsmn broadcast to - 1nter-c1ty voice ‘and data serwces.

- Careful long range planmng and cooperatmn between carrlers m ‘the United States’
~and Canada are needed to ensure that customer requlrements for transborder

satellite-based | services - are met .in -an effectxve 'manner. The 1nst1tutxonal
arrangement estabhshed to handle transborder satelhte-based serv1ces “should
allow the regulated Canadian telecommumcatxons common carrxers to plan and

develop services that complement those in the ‘terrestrial envxronment

.cooperation with their counterparts"in the VUmted_States. Areas which requlre'f
‘careful planning among the carriers include: - network. interconnectlon protocols,_' -
opportunities for d1vers1ty and backup provxded by the 1ntegrat10n of satellites .
into the- terrestrlal network the consideration of. satelhte frequency bands: that_-.
_are not shared ~with' terrestrial faclhtxes, and ways to- utlhze the thh quality: and -
_rehablhty of satellite cxrcu1ts. It is important that these plannlng consxderatxons

are recogmzed in the provisioning of transborder satelhte—based servxces.

-

-13 -
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PART I - POLICY CONSIDERATIONS

Current TCTS Principles: . N

TCTS is committed to'uphold Canadian. economic: interests 'an'd scvereignty,'and in

its transactxons with ‘United States camers, TCTS follows the - prmcxples outhned

below:

. - all telecommunications traffic originating and terminating in Canada must be .
handled by Canadian carriers using Canadian facilities; ’ o

. .all' overseas traffic omgxnatlng or terrmnatmg in Canada must ex1t or enter - -

through the Canadxan gateways of Teleglobe;

. Canadi‘an carriers must obtain their fair share of revenues and facility usage
for all Canada-United States and -Canada-overseas 'tele_co'mmunicatione

services.

These principles are supported by the border-cr»ossing} po_l_iciesadhere_d to by the

member companies of TCTS and are agreed 'updn‘ and adrninistered through

_inter-carrier agreements with the United States carriers. They have served the_ |

country well by promotlng Canada s national interest and soverelgnty

Through the consistent and uniform application of ,.the'above'principies and

border-crossmg polxcxes, the regulated Canadian telecommunications' cdmmon

_ carriers have dealt effectively with end-user requests for transborder terrestmaf

service.. These carriers also make every -effort to ensure that Canadian terrestrial

traffic is routed on Canadian facilities and that.the treatment of Canada- overseas‘
traffic cornphes with agreed-upon rules. . ' '

- 14 «



‘Policy Considerations by Traffic ‘Cateqories -

~In the same manner, the regulated Canadian telecommunications common carriers -

are ‘in the best position to manage transborder satelhte traffic, . It is clear, by

looking at the characterxstxcs of satellite. technology, that transborder system

apphcations will be mare dlffxcult to control ‘without 1nvo1vement of the regulated i

" Canadian . telecommunications ‘common carrlers. Dn transborder basis,’:'

unauthorized access to foreign satellite signals-. by users of earth stations  in

Canada is- difficult to detect. let alone to control.. Unless . spec1al pohcy and

legislative conslderatxon is given to the issue of earth station ownershxp in the

‘transborder context, th1s problem: is likely ‘to be more. critical as Iess expensive

earth station equipment becames available.

In the case of TCTS member companies, the Canadian share of revenues currently .

derxved on.a terrestrial basis from the Canada-United States market contributes_._.

. to meﬂting the revenue. requu'ement:s of each member Furthermore, if. the

Canadian market for satelhte-based services is reduced through incremental o .

extensions of United States services into Canada, it could have a- detmmental

effect-on satellite developments planned for the future unless strong’ and_effectx_ve

: management of transborder facilities is applied as in the t_errestrial__environment.

It is also essential that the provisioning of transborder'~Satel‘1ite;based services be

governed by special pohcy con31derations The three prmcxpal categories of traffic
must be examined in this light: ' ' ’

" Messaqge Toll-:Switched Traffic (Voice avndvDatla): :

The .existing institutional framework for. terrestrial -'transborde_rswi'tched

network -requirements is a proven mechanism and must be maintained.




As’ prev1ous1y stated, satellite technology cannot readlly be apphed today

to the transborder message toll trafﬁc ‘category. In the future, ‘however, -

there may be some apphcatxon for transborder satellite use where

. s1gn1f1cant trafﬂc between Canadian and United States centres exists

and it is important. that the policies adopted,should.,permxt such
- development. | B ' ‘ ‘ ‘

Business Special Services Traffic (Voice an_dDét’a)t_ _

' On a domestic basis this is the area recei’vin'g"'the most 'attention' from
the satellite carriers in the. United States. Satelhte-based services whloh“ |
are being developed today are addressmg this specific service oategory'

with the prime market bemg the large United States-oonglomerates and-
‘ mul'tinatio'nal'corporations., This sector includes those user organizations -

with " the volume of - information transfer to .make the services
cost-effective for both the supplier and the user. ‘ '

Business special services applications comprise dedicated voice, data and

video services designed to meet the data processing and business office

requirements 'of*nigh;volume' users.. Many of these potential' user‘

.orgamzatlons have locatxons in Canada which they w111 wish to serve on

common multxpoxnt system configurations. Wherever possible, Canadxan

‘customers and.Canadian subsidiary operatxons of multlnatlonal Umted-

States corporations should be served by Canadlan telecommunloatlons

services. Specific. go_vemment palicies and_carmer_-provxded xnst1tutlonal_

arrangements must be. established to provide for thisvirnportantfoategory

of services which is expected to develop in the near future.

-16 -
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Broadecast Indu'stry' Traffic

~ The characteristics of satellite "technology easiily._lend‘ themse'lves to

television broadcasting. It is-understqod-dthat this area is being addressed

by the Department of Communicatipns on a separate basis in terms of its

social and cultural policy implications for Canada.

* The Department of Communications' Prelimfnary- Examinatien‘(et page

C13) thh respect to the direct reception of broadcast- sxgnals from Umted‘

States satelhtes statess

“owever, the current policy position is not -to permit. such
'transplantatlon’ of program signals and ccnsequently thlS issue . .
should not be addressed ina response tc this paper." k

Althdugh the tranSplaritation issUe is considered beyohd the seope 'of this
reply, as requested by the Department of Communications, it is hi'oped '
that this issue, because of its importance, will be addressed by the

Federal Government in the very near future; - This. will enable this

‘subject -to be dealt with fully and allaw the development of effectlve

policies to deal with this matter while the issue of transplantatxon can

still be controlled. It is expected in -the interim that exlstmg Canadian -
policy and leglslatlon will be enfarced. The Prehmlnary Examination did

request a review of spec;al-event broadcastmg and this ls covered in this .

' Vsubmlssmn on page 23.
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The above discussion of the three categories of transborder traffic indicates that
policy recommendations should be made to ensure thet the most efficient
institutional - arrangements are established to handle the potential C:anada'-United
States satellite traffic in the 1980's and beyond. It is clear that if Canada adopts
an "open skxes" pohcy, a decided advantage will be given.to the Unxtec ‘States
satellite carriers (Satellite Business: Systems, Western Union Telegraph Company,i
RCA American Communlcatxcns,. Inc., ete.) to the detmment -of the Canad;‘an -
telecornmunicatione industry. The fact that carriers such as SBS ap'p.ear to see the
Canadian market merely as an extension ef, or as incidental to, the United States
market, is an 1ndu:atlon of the ‘approach certain Amerlcan carriers may use in the

future- unless clearly-deflned government pohcles are establxshed to ensure: the -

continued ability of the Canadian industry to meet Canadian needs. _
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PART IV - TCTS RECOMMENDATIONS

Policy Ob jectives

In the terfestrial environment three fundamental policy principles were outlined

as governing the manner in which transborder services are provided. '(See'pag'e ,

l‘&). For transborder satelllte-based ‘services those three prxncxples remain

‘paramount.’

In addition, the following policy abjectives are reccmmended for cdnsidet'ation'by :

the Federal Government in order to safequard Canadian interests:

.~ Canada's role as a leader in the appliclatioh of satellite technelagy‘ must
be maintained. A solid domestic base is requlred for this to be possible.
'.Canadas fu'st prmnty, therefcre, must be the development of Canadian
~.servxces, for only in this way will it be possxble to ensure a healthy -

Canadian satellite industry.

. The institutional and system arrangements .adopted for the provisioning ’ 7
 of tranébordei‘ 'satellite-b'ased 'services must take 'advantage " of the
operational ‘expertise ‘and - technologxcal capability already. avallable in
Canada. An objective should be establlshed that SD% of this traffxc be

carned on Canadlan satelllte faCllltleS.

. _-The provision of transborder  satellite-based servi‘c&es must * yield
maximum beneflts to Canada including an- equitable share of -all revenues
resultlng from transborder satellite space segment usage takmg into

account the expenses of all partles mvolved. The revenues(assoc_:lated
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with the reception of television signals -from'Unlted States satellites, |

because of the specxal ‘conditions cf this arrangement, are excluded and

covered separately.

« In the provision of transborder svatellite_?based services, it is essential

that all earth stations be owned by-Telesat\Canada or the regulated

Canadian telecommunications common carriers.

The above policy objectives are put-forward to assist 'government policy-makers 'in ,
formulating the posxtxons which must. be taken . to _strengthen Canada's national

interest and sovereignty, and in ‘turn, - to suppgrt. a healthy Canadxan

telecommunications industry in the future.

Institutional And System Arrangements

In order to ensure that the above principrl'e_s een_ be adhered to and that policy

objectives can be. met, the following TCTS'reeomrnendations describe the

institutional and system arrangements requu'ed to handle transborder satellxte

traffic requirements in the future:

. Inter-carrier agreements for the provision. of transborder servu:es to

Canachan customers. should contmue to be negotlated between regulated '

Canadian telecommunications  common carriers and’ carriers in the

United States.

. To the extent that satel-lite systems - may be -used for'ti'ansberder
appllcatlons, Telesat Canada should be responsxble for the provision of

. satellite transmission services to’  the - regulated " Canadian

telecommunications common carriers. who, in tutn, provide their own -
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telecommumcatwns services ~ to - end-users.  -Telesat would )protect
- Canada's mterests by ensuring that Canadian satellite facxhtxes are used

. to carry an ob;ectwe of 50% of transborder satellite traffic. -

"« In any transborder “satellite application. ‘Telesat Canada must have the
responsibility - to utilize the most approprxate Canadlan or United States
satellite. This system arrangement is necessary in order to provxde an
optlmum network to meet Canadian customer: _‘needs_-thh_out departxng .
from the intent of the policy principle regarding.:the 'handling of
Canada-Canada traffic and the above 50% objective. - -

The: Preliminary Examination "assessed. three‘ ’possible'system ~ arra‘ngemen_ts ‘and L

outlined the advantages and dxsadvantages of each. The sy'stem' a‘r‘rangement

proposed in thls response would appear to be preferable and overcomes the"'"

dlsadvantages mherent in -the other possxblhtxes outlmed by the Department of

Communxcatmns.

Intergovernmental Accords

These pohcy, 1nst1tut10nal and system recommendatlons must be supported

principle by the governments of Canada and - the. Umted States through'
intergovernmental accords. Within this framework the Canadian ‘and- United

States telecommunlcatlons common carriers would negotiate . transborder = -

' satellite-based mter-carmer agreements to - emsure . effective eommunications
among users in both countries. Each serv1ce offered would be covered by an -

intercarrier agreement. ‘The roles of the regulated Canadlan telecommumcatxons\;- -

common carmers and Telesat Canada in arrlvmg at such an agreement are outlined

be_low.



The Requlated Canadian Telecommunications Common Carriers' Negotiating Role

The regulated Canadian telecommunications common carriers wodld'negotlate

thelr portions of these agreements: with the approprlate Unxted ‘States carrxers for

the provmdn of specific satellite services to end-users. It 1s expected that there

will be relatively few United States satellite ‘carriers _and the negotlatlon cof -

inter-carrier -agreements would be ~accomplished - as- successfully' as in  the

terrestrial envircnn'\ent. This wodld as.. a consequence of uslng existing
-procedures, take place without an increasing degree of. regulatory complexxty as
stated in the Preliminary Examlnatlon.' ‘As in the terrestrxal ~context, _sueh'

‘agreements would include the negotiation of ‘rates and ‘revenue’ settlernent.

procedures.

1

The  revenue settlement procedure, in respect of -each transborder. inter-carrier

agreement, would be requlred to provide .the. regulated Canadlan'

telecommunications common carrler with an equitable share of all revenues
_resuiting from the use of. tran‘sborder satellite space segrnents. The above
excludes any agreernents ‘associated with the receptlon of televxslcm s1gnals frorn
United States satellites. . ’ ' o

Telesat Canada's Negdtlatind Role »

Telesat Canada should be responsible for negotiating Vl/lth_ United States satellite .

carriers the.space segment and earth station ccnﬁguratid‘ns necessary to achieve
the ob)ectwe of 50% of transborder satellite traffic -on Canadlan facilities. It is
recognlzed that this 50% faczlxty objective may not always be achlevable on each

specific agreement. _
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The agreed-upon allocation of satellite -facilities ._betWeen"Canada '.and the Un‘ited
States must be consistent with the technical requirements of the particular
service being considered, the available and ‘planned in-orbit cap_acity‘ of Canadian
and' American ‘satellites and their. respecti've _geograbhical cov'erages, In respect

of any particular transborder application within‘such~ an 'inter-carri‘er‘agreen'lent, '
Telesat's satellites would not necessarily be lnvolved in. prcvxdlng the 1n-orb1t
capacity. .In such- cases Telesat would arrange for the necessary satelllte space

segment facxhtzes. ' - - ‘

Where a regulated- Canadian telecommunlcatlons common carrier - and. its'_

Amerlcan counterpart contemplate ‘the use of satellite technology for the_"

provisioning of portions of the ]OIHtly provxded transborder- services, a separate
agreement would be entered into that would 1nc1ude Telesat Canada as a full
party. Even' where Telesat was not . prov1d1ng Canadlan 1n-orb1t capacxty and a -
Unlted States satellite- was being used Telesat's partlcxpatxon by way of consent '

as a slgnatory to thxs separate agreernent would be reqmred

Reception of Television‘Siunals from United States Satellites

The Prellmlnary Examination requests that thlS response address the receptxon of
special-event television broadcasts via Unlted States satelhte ‘carriers .and the
rnethod by which | such sxgnals might be dxstrlbuted in Canada. Any Canadxan user
wishing to bring - a special-event. broadcast 1nto Canada wou_ld make an’

l arrangement with the owners of the program signals in the United States for

Canadian distribution rights. The user in Canada would deal with the appropriate
regulated Canadian'_teIeCOmmunxcatxons common carrier to make arrangements to

receive the required program. This common carrier would then deal with Telesat
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and mutually determlne the most suitable method to brlng the slgnal into Canada
and redistribute it either terrestrxally ar via satelhte. In the case of satelhte,_ '

Telesat would make the necessary arrangements wrthv the Unxted States satellite -
carrier. The common carrier would pay TeleSat Canada ‘in accordance with‘the _
latter's tariffs far the use of Canadian earth stations, as appropriate, and space

. segrnent facilities, and wculd bill the customer far. the tctal servxce.. In ‘this way

specxal—event pragraming - would  be properly and offlcxally negotxated and)“
" hopefuﬂy would prevent illegal distribution of such. events 1ntc Canada. '

As'previcusly stated, it-is our understanding tha:tthe general area’ of reception of '

United States television programs via satellite is being addressed by' the

Department of Communxcatmns in. terms of cultural and social- pchmes. It .is -
hoped that the Department will seek the views of all mterested groups, xncludxng,

»the common carriers, on this subject.

Merits of the TCTS Proposed InstitUtional Arrangement

for the Handling of Transborder Satellite-Based Services

,Thisvresponse proposes Telesat Canada as the organization w'h'xch. wculd be
responsrbxle for the prctectmn of Canadian xnterests in ‘the use of satelhte.
" technology to ensure that an. equxtable share of transborder satelhte trafuc is

v»carrled on Canadian facrlxtxes. o ' o

This mstltutmnal arrangement propased by TCTS for the handhng of transborder
satellite-based " serv1ces includes all the ‘advantanges of - the present structure

currently. servmg the transborder terrestrial environment. It also mcorporates the

benefits of a sxngie agency to negotiate space segment utilization and to ensure

that national policy 'gcals_are met. This approach recommends-preservation of a
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system that has worked well - in . the past' while ‘recognizing the special
-characteristics of transbor.der satellite-based services. - It is' critical that a
single-agency arrangement be implemented to- provide sufficient. negotiating
' strength to enmsure that an equitable share of transborder satellite traffic is

carried on Canadian facilities.

Canadian and Unitec_i States users requiring transborder satellite-based services
would have non-discriminatory access to = all regulated Canadian
- telecommunications common carriers whicn would obtain their satellite facilities
from the single agency. The proposed .inStitqticnal arrangement, therefore,
protects Canada's national interest  and sovereignty While_-prc\iiding an efficient
structure within 'which_ telecommunications usersv and the commc_n ‘carriers can

operate.

This insti:utien'al structure -maintains _the integrated. North -Amefican network
c:oncept to _the best advantage, and uses th’e experience of. the regulated Canadian
. telecommunications common - carriers in  the negcti_a'tifcn ' ‘of inter-carrier
agreements. It will also provide Canada with an efﬁeient and effective int_e;'fac_:e ‘

to deal witn_any_ arrangement decide‘d upon in the United States. -

Why TCTS Proposes Telesat Canada as.‘the Single A‘_qengx" ‘

The Prehmxnary Examination suggests that, barrmg the creation of a new agency,
either Telesat Canada or Teleglcbe Canada . could fulflll the role of. a single
agency. There was also reference to Teleglobes rnandate. However, under its
charter, Teleglobe Canada is nmot given any mandate, but rather, 1t- is given
certain corporate capacities which do not prdvide exclusivity in intérnational
.telecdrnrnunications. Telegldbes predecéssor, ‘the - Canadian Overseas.

Teleccmmumcatmn Corpc"atlcn (COTC), was =stabhshed under a specxal act as a
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federal Crown corporation in 1950 to discharge Canada’s responsibilities as a
signatory. to the Commonwealth Telegraphs Agreement dated May 11, 1548, In
that agreement, Canada as a partner government agreed to purchase the facilities
of Canadian Marconi Company Limited and Cable and Wireless Limited. The |

‘intent  of  the - agreement for Canada was “restricted to  overseas

telecommunications traffic then being carried on those facxhtxes, Significantly,
there was no mention made of Canada-United States traffic and facilities either

in the agreement of 1948 or specifically in the incorporating act of the CoTC. -

Historically, Teleglobe has not been involved in the prsvisianing of Cériads(—Unitéd
States telecommunications. On the other hand, TCTS has »'hegotiated
Canada—Umted States ~agreements and has lang-standmg workmg relatmnshlps

with American carrxers and must retain thxs abxhty. B

Telesat, as the sole prov1der of Canadian commercial satelhte capacxty, is the
focal point in Canada for satelhte facxhtxes and supportmg exper‘mse, and is a
proven organization. It currently provides complete satellite systems throughout
Canada. This system capabmty ‘would allow Telesat to fulflll its ‘role in the »

trsnsbnrder, context- as . it does currently in- the provision of intra-Canadian
satellite systems. ) ' ’ . : o

The late Dr. John. Chapman, as Assistant\Deﬁuti:y‘.'Minist'e'r'- Space Programs In the

Department of Communications, Writing in "I Searc‘h"',iSp'ring 1979, stated in the
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Canadian context:

"In this country, it seems fruitless to try ‘to ‘produce . more revenue by

encouragmg competition between carriers and prov1ders of satellite

-services. The total revenues earned from the provision of services would .-
just have to be divided up among members of a larger group. -
Furthermaore, competition between provxders of satellite services and the -

terrestrial carriers would not result in increased use of satellite channels
since both groups would be competing for the same traffic. However, if
the terrestrial carriers- themselves make - -use . of available . satellite

channels father than expanding -the existing terrestrial network, the
network as a whele can grow as it. expands to fill :the carmers’ mcreased

requxrements."

This statement. is true both for intra~-Canadian ‘and transbérdef.serVices. Telesat,

as provider of satellite facilities to the régulatéd Canadian .telecommUnications

_ tommon carriers, would continue to complement these carrxers in the provxsmn of
' servxces to end-users. : '

Canadlan mtetest is best served by optxmum utlhzatlon of Canadxan satellite -

capablhtles ‘while taking into account: the economic and techmcal considerations
in providing satellite-based services. Telesat owns its own facxhtles and, as .the
supplier to the requlated Canadian telecommunications common -carriers, is deeply
involved in the provision of mtra-Cahadlan‘satelhte—based' servtaes. Transborder

satellite facilities: provxszonmg would be an extensxon cf the requ1rements for

. satellite capamty in the mtra-Canadxan market.

A fundamental feature' of this TCTS. pmposal is the equxtable ‘utilization of

Canadian satelhtefacxhtxes. Telesat Canada, as the commercxal provxder of
satellite capacity in Canada, is the only Canadian carrier in.a position to. directly
negotiate trade-offs with respect to the utilization of Canadian and United States
satellite space segment facilites. If an organization other than Telesat were to

become the single agency this would add a needless extra layer of administrative

»com;ﬁlexity to.the process since Telesat would, of necessity, be-involved in order
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to provide C.anadian facilities. - The Preliminary Examination expressed concern :
that institutional arrangements covering Canada/United States transborder

satellite-based services should not result in increased complékity.

Telesat's ownership of its own space facilities would ensure direct con.trol‘ of
Canadian content in transborder facilities utilization. -Tel'eglobe, because of its -

affiliation with Intelsat and the proportionately small Canadian_ ownership in that

~organization, would not have direct control of'Canadian‘content_in_‘_spa¢e segment -

utilization. Canada's financial interest in Intelsat is currently less than 3% and, as
stated in the Preliminary Examination, Canada is only one of 101 ‘members of
Intelsat. ' ‘

Telesat is owned by the Fedéral -Go've"fnr_nent and - apprqved \:Canédian .
telecommunications commvpn carriers and’ has the - potential for future
part‘ici‘pation by the Canadian public. This ownership reflects a ‘broad base of
Canadian interests. Telesat's lGD”A:..Canadian ow-nership would ensure ‘Canadian’

influence over the ﬁrovisioning‘of Canada-United States facilities for trénsbprder

- Use.

Telesat makes a contribution to the Canadian economy‘ by awardi_hg' contracts to
Canadian manufacturers for space segm'ent and -earth station equipment‘which,' in -
turn, creates new jobs. In the final analysis, optimal use of Tél'elsat's”facil»i'ties
would reduce the unit.cost of domestic telecommunicétiohs_sérviées. This would
be of benefit to the Canadian telecommunications user and the Canadian public in '

- -
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PART V - BENEFITS OF THIS PROPOSAL FOR CANADA

The -recummendations in -this response are of benefit td_ both .Canadian users and

the telecommunications industry. .The prdposal supports the da"v'eldp'ment of
strong, indigenous, vsatelhte-based services for Canada first, by buxldlng upon the .

curnbmed operational and technological expertlse of Telesat Canada and- the -

regulated - Canadian telecommunications curnmlon carriers. The 1nst1tut1c>na1

structure being recommended coritinues to support the ‘integration of satelhte_‘
techndlogy with the North American network. It also ensures that the capabilities

of Canada's satellite industry are best utilized while recogmzlng ‘that users .in . ‘

Canada require access to services in the United States.‘

The response incorporates existing TCTS policies -Which ‘uphold Canadian economic

“interests and sovereignty and recommends optimal institutional ‘and -'system

arrangements which build on existing terréstrial.expertise ‘combined with the

necessity of using a single agency in the satellite environment. The proposal.
provides a workable and simple arrangement and has the advantage of affofding.
sufficient negotiating strength to ensure .that 50% of transborder: satellite traffic

is carried on Canadian facilities.” Telesat Canada’ is :ecnmn'iende:d as the singl'e" '
agency because it is. in the best position to\ensu:‘eft:_hat this proposed nati'onal.‘

policy objective is 'mat. An equitable. share of revenues will accrue to Canada '

from the provision of transborder satellite-based services provided by the

requlated Canadian telecommunications common carriers. In addition, Canada

will be positioned to deal effectively with institutional arrangements that evolve
in the United States. ' | |
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- However, it is fvundam"e'ntat and critical, ‘that the F'edéral "Govérnmen_t, the

common carriers-and ‘user organizations, d_ete"rm'ine whether the ZCanadian public
interest would be best served by using satellite technology for Canada-United
States communications. If this is the r_:ase,- firm - national policAie"s rhu_st ‘be
established to ‘provide the framework within which the ’regulated.‘ Cénadian
telecommunications common carriers can. implem_en'tf programs to rneé_; national

objectives. |
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APPENDIX 1

DEFINITION OF THE TERM "REGULATED CANADIAN TELECOMMUNICATIONS
COMMON CARRIER" | - ~

'In the context of this response to the Department of Communications on

Canada-United States satellite communications, the term "regulated Canadian

telecommunications common carrier” is used to refer to.the following ¢arriers:

/"#'Alberta CGovernment Telephones
Bell Canada '
British Columbia Telephone Company
Maﬁitoba Telephone Sy.stem a o _—
Maritime 'Telegraph and Telephone Compa"ny,-l..imivtedv
Newfoundland Telephone Corﬁpany, Limited
Saskatchewan Telecommunications _
The Island Telephone Company, Limited
The New Brunswick ‘Telephone Compény, Linﬁited
Canadian National Railvyay Company '

Canadian Pacific Limited
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