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Executive summary

Broadband and broadbanelatedservicescontinue to have a strong impact on communications
revenues. This report provides greater dethds previous reports on broadband availability and
subscriptions. Approximately5% of Canadian households can access broadband services using
landline facilities.Satellite facilities extend this reach to virtually all households and are only
limited by capacity constraint®n a provincial basis, landline broadband Internet service is
available to all households $provinces, New Brunswick, Nova @@, and Prince Edward

Island For the emaining povinceslandlinebroadband Internet service is available to at least

92% of the householdexcept Newfoundlandhich is at78%. With respect to mobile,
approximately 96% of Canadians can also accessibeoal services using handheld mobile
devices.

Communications service revenue growth

Canadian communications service revenues increased from $54.3ibilR66B to $55.4 billion
in 2009 or by2.1%. The growth was driven by the 3.0% growth in broadegsevenues and
1.8% growth in telecommunications revenues.

Broadcasting

Broadcasting revenues increased from $14.0 biihd2008to $14.4 billionin 2009 The

increase was due to the 7.4% growth in BDU revenukgh increased from $6.9 billion to $&
billion, and the6.0% growth in Pay, PPV, VOD and specialty services. These increases were
partially offset by the 4% and 5.2% decline in conventional television, including the CBC, and
radio advertising revenues respectively.

Telecommunications

Telecommunications service revenues increased from $40.3 hillid@08to $41.0 billionin
2009,0r by 1.8%. The increase was due to neywmrnonlegacydataservices, and broadband
Internetandwirelesssavices. Nonlegacy revenues increased from4#dillion to $1.5 billion,

or by 12.2%. Internet service revenues increased from $6.2 billion to $6.6 bitliday 6.3%.
Wireless revenues increased from $16.0 billion to $16.9 billiohy 6t3%. These increases
were partially offset byhe declines iong distance revenugshich decreased from $4.2 billion
to $3.9 billion, a 7.1% decrease; legacy data and private line reyarels decreased from
$3.0 billion to $2.8 billion, a 7.3% decrease; and local and access reveshigsdecreased
from $9.6 bilion to $9.4 billion, a 1.9% decline.

The communications industry

In 2009, approximatel84% of residential customers subscribed to service bundles that consisted
of local telephone service and one or more of the following services: Internet acoessana

mobile. Approximately 92% of telecommunications revenues were from TSPs operating in all of
the telecommunications market sectors: local telephone, long distance, Internet, data and private
line, and wirelessSixty-seven percerdf cable companiés r evenues were from



telecommunications services. Similarly, broadcasting service revenues represented
approximately 6%of the incumbent telephone compaidies/enues.

Convergence in the communications industry changes the competitive landscape inaSanada
compani es ent etraditeralonarkep(sedfigures3d.8)n o n

Competition

The alternative TSBshare of total wireline telecommunications revenues continuedrease

and reached 37% in 2009. The alintumbenttekephane TSPs
companiedactivities operating outside their traditional territories (8%), other facHizsed

TSPs such as cable companies and hydro utility companies with telecommunications activities
(23%), and resellers (6%).

The large cableampaniesveremajor providers of higispeed Internet service, as thegha
approximately 6% of highspeed residential Internet subscribers in 2009. In 200%¢ the
companiestarted to provide local telephone service generally over a managed IP netvaork
by yearend 2009they capturedpproximately 27% dbcal residential lines to become major
competitors of the incumbent telephone companies in residential markets.

The competitors of the incumbent telephone compawieish include incumbent telephone
companies operating outside their traditional territomegintained their share of
telecommunications revenues. Competitessentially cable BDUs, had strong growth in their
number of residential local lineshichincreasedy 12.5%. In the local busiess market,
competitor lines increasdyy 4.8%.

Broadcasting
Radio

There were 1,22fadio and audio services in Canada in 2009, of whiclere digital. Seventy
five percent of the radio and audio services were broadcast to Elagigiiage Canadians, 22%
to Frenchlanguage Canadians, and the remaining 3% to-thirguage Canadians.

National average weekly hours tuned per capita decr@2a&gdrom 18.3 hours in 2008 tt7.7
hours in 2009. On a pdistener basis, average weekly hours tuned decfiroed 20.0 hours per
listener to 19.5 hours,&a5%decline.

Television

Overall viewing of Canadian programs on Canadian Erndgisguage servicasecrease®%
from 2008to 74% in 2009, while viewing of Canadian programs on Frdanguage services
remained riatively unchanged at 99%Vhile dramaandcomedyprogramscontinuel to be the
most populagenre it is predominantly of noi€anadian content. In 20079% and 68%of
English and FrencHanguagdanguage dramandcomedy programs were nd&anadian
respetively.



BDUs

In 2009, approximately 11.3 million or 90% of Canadian households subscribed to a BDU for
television service, an increase of 2.2% over the previous year. Of those subscribingsio BDU
25%subscribedo either DTH or MDS BDU. The tofour cable BDUs and the two DTH
providers captured 89% of all BDU subscribers in 2009.

BDU programming revenues per subscriber per nfdntiieasedy $2.78r 5%, to $56.14in
2009.

Newmedia broadcasting

A growing number oAnglophone an@francophone Canadiansal the Internet to watch video
programming (52%nd 44%, respectively, in 2009). More Canadians are watching television
programming online. Of those viewing online Tahglophones spend 2.2 hours per week and
francophones spend 1.3 hours per week in aathity.

Anglophones, that stream online radio, then to do less streaming than their francophone
counterparts. The anglophones spérdchours per weektreaming AM/FM radio compared to
4.6 hours for francophones

Telecommunications

The number of mobilphone subscribers increased 8% in 2006 the previous yeaAs well,
Canadians continued to embrace technologies including broadband access to the Internet as the
number of residential subscribers to higgeed Internet services increased¥y In 2009,
approximately 62% of Canadian householdd bebadband Internet service an20ohad high-

speed Internet service.

Newer data services that meet business customer requiremantsdased speed, functionality,
and costefficiency now represent 83% déata protocol revenues, with data services such as
Ethernet and ased virtual private networks having a combined revenue grov2fein

2009

Data collection

The data compiled for this report was obtained from a number of solil@emajority ofthe

datawas col |l ected using the Commi ssionds dat a
generally for the twelvenonth period ending 31 Augu009and telecommunications data was

for the twelvemonth period ending 31 Decem609

The Commission dtaborates with other government agencies and departments such as Statistics
Canada and Industry Canada to minimize the reporting burden on the industry. The data

! Revenues per subscriber per month were derived by dividing total revenues by the number of subscribers and

by the number of months in the year.



collected for monitoring purposes is also used by Statistics Canada for its national $ystem o
accounts. Additionaurveyquestionsvereadded to meet StatisticsCanada s pec.i fi ¢ nee

The Commission continues to work with Industry Canada to identify the availability of

broadband Internet access service. The data, jointly collected, assistsyrCanada in the

administration and monitoring of the $225 million broadband deployment initiative that was part

of the federal gover nme26086s economic incentiwv

Data collection forms are reviewed annually to ensurecthigtrelevant daté collected
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Communications Monitoring RepadirtSection 1.1 2010

1.0 Introduction

1.1  Purpose of the report

This report provides a window on theoadcasting and telecommuations industries
andis intended to fostemeopen and bettanformed public discussion of broadcasting
and telecommunications policies and issues.

The report contains disaggregated datéghe Canadian broadcasting and

telecommunications industries amdirkets. It provides a means to assess the impacts of

market and technological developmentsampng other thingghe cultural, social, and

economic objectives of tHéroadcasting Acand theTelecommunications A@ihe Acts),

and the effectivenessditt CRTC6s regul atory framewor ks an
achieving those objectives.

Domestic and global competition, as well as consumer demands for greater control over
the communications experience, has spurred rapid corporate and technological
convergencén the communications landscape in Canada and abroad. The evolving
borderless world of communications is a source of innovation and opportunities for
carving out a special place for Canadian voices within the broadcasting syeem.
Commission invites pées to use this report to enrich their participation in the regulatory
process.

In this report

This reportprovides a holistic view of the industries and their markefecuses on the
performance indicators and nd whkeredpprogiatee sent ed
introduces additional indicators that address industry developments such as the

introduction of higher wireline and wireless access speeds. These developments

contribute to the evolution of new media broadcasting, which in turrsadfeignificant

opportunity to further contribute to the broadcasting policy objectives of the

Broadcasting ActCommunications companies are crossing what have been traditional
boundaries between broadcasting and telecommunications.
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1.2  Data collectionand outline of the report

Data collection and reduced regulatory reporting

This report is based on the responses from t
broadcasting returns and telecommunications data collection*¢mefesrred to
collectivelyasi CRTC data coll ectiono); data coll ecte

Statistics Canada, Industry Canada, comgspecific financial reports, BBM Canada,
BBM Nielsen Media Research, aB8M AnalyticsoMedia Technology Monitor (MTM)
reports;and informatio previously filed with the Commission. All broadcasting data in
this report, unless otherwise noted, is for tharidghth period ending Augu8tl for the
years quotedyhereas all telecommunications data, including Internet service, is for the
12-month peiod ending Decembed1 for the years quoted.

With respect to residential broadband availability data, the Commission entered into a
threeyear agreement, which expires in 2012, with Industry Canadadpemte in the
collection of data related to theahability of broadband Internet access service to
Canadians. The Commission is also collaborating with the provinces and territories, as
well as other government agencies and departments, in identifying communities that do
not have access to broadband/ger. The resulting data will assist Industry Canada in
funding projects that make broadband services available to unserved Canadians. These
data collection initiatives minimize the reporting burden on the industry, and enhance the
quality of the data prested in this report.

The international comparisons and analyses in this report are based on data obtained from
reports published by international organizations such as the OECD and reports or data
published by nationakgulatory agenciegs other counies.

Specific elements of the monitoring exercise change over time to take into account
regulatory or market developments such as new technolapissges in market structure

or in domestic or international regulations and agreementke introductiorof new or
evolving services. These changes serve to ensure that the CRTC monitoring report
continues to be a useful tool for all stakeholders, including regulators, customers, and
industry players. €rtain figures published in previous years' monitorggprts may be
restated to be consistent witie data in this report. Other figures may change as a result
of service providers resubmitting previous years' data. All revised numbers are identified
using a number sign (#).

The annual data collection forms are issued jointly by Statistics Canada and the Commission.
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Outline of Report

This report $ divided into a number of sectioasd appendices. An overviewthe

Commi ssi onds r e g yptodadedin Sectidizr Seaton3poesehts theikesy
financial statistics of the communications industry. This section also addresses the
financial landscape of the broadcasting and telecommunications industries by examining
key financial indicators, including revenue, capital expenditures, and other operational
data. As well, it provides an overview of the broadcasters and TSPs. The performance of
the Canadian broadcasting system is presented in Segtemcompassing traditional

radio, television and broadcasting distribution undertaking results, ardatbional

new media broadcasting results. Secbahiscusses the major telecommunications

marke segments: local and access, long distance, Internet, data and private line, and
wireless. This section also revieti® availability oforoadband servic&ection6
presents current regulatory developments in
perfomance in broadcasting and telecommunications to that of those countries.

A description of the data collection methodology and analyses is provided in Apfiendix

Appendix2 discussethe classification of the TSPs. The status of local forbearance

applicatons in residential and business exchanges is discussed in AppeAgipendix

4 lists the pricing assumptions used in the development of the price comparisons of
telecommunications services in Canada to those in other countries. Appendix 5 provides

a desdption of the telecommunications market sectors. Appendix 6 lists all acronyms
appearing in the report and Appendix 7 |lists
and circulars referenced in the report.
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2.0 The CRTC, policies and regulation

21 The CRTC

The CRTC is an independent public authority in charge of regulating and supervising
Canadiarbroadcasting and telecommunications. It serves the public interest and its power
and jurisdiction are set out in tiets. The CRTC reports to Parliamahtough the Minister

of Canadian Heritage. The Governor in Council may issue directions of general application to
the Commission on matters related to the telecommunications, broadcasting, or regulatory
policy objectives set out in the Acts.

The componentsf broadcasting policy set out in section 3 of Bieadcasting Acare
directly or indirectly tied to the cultural, social, political, and economic fabric of Canada,
while those of the telecommunications policy set out in section 7 dfeleeommunicabins
Actar e t i ed taocial ameeconamic fabric.y 6

Access to Canadian content, particularly its creativity and availability to Canadians, is the
underlying principle of the broadcasting objectives. Canadian content must not only exist, it
shouldalso be available to all Canadians both as participants in the industry and as members
of the audience. To achieve the objectives oBt@adcasting Actthe Commission is guided

by the regulatory policy objectives set out in subsedi@) of that Actwhich requires the
Commission to regulate and supervise the broadcasting system in a flexible manner that,
among other things, takes into account regional concerns, is adaptable to technological
developments, and facilitates the provisioning of broaduga§anadian programs to

Canadians.

Pursuant to th&elecommunications Adhe Commission strives to ensure the provision of
reliable and affordable telecommunications services of high quality accessible to both urban
and rural area customers, to fostilitiesbased competition, to provide incumbents with
incentives to increase efficiencies and be more innovative, and to adopt regulatory
approaches, where necessary, that impose the minimum regulatory burden possible.

Since December 2006, the Commisdias applied the Policy Direction the exercise of its
powers and performance of its duties underTilecommunications Acthe Policy

Direction mandates the CRTC to rely on market forces to the maximum extent feasible and
regulate where there is stillneed to do so, in a manner that interferes with market forces to
the minimum extent necessary. The Policy Direction specifies criteria that must be met by
any new regulatory measure to encourage effective regulation. The Policy Direction further
directsthe CRTC to adopt operational practices that promote more efficient, informed, and
timely regulationwhere required.

In addition to implementing the policy objectives in its governing legislation, the
Commission also seeks to ensure that its regulétanyeworks for the Canadian

broadcasting and telecommunications industries are keeping pace with emerging
technologies. In all of its activities, the Commission is guided by four basic principles:
transparency, fairness, predictability, and timelinesss€guently, it endeavours to make

and publish its decisions promptly and with a clear rationale. To further the transparency of

5
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Commission processes, the CRTC prepares each year (a) a summary of its activities related
to the Canadian broadcasting and teteswnications industries, and (b) its thuygsar work

plan in consultation with industry stakeholders. These documeravaitable to the public

on the CRTCO6s website.

8 http://www.cttc.gc.ca/eng/publications/reports.htm

6
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2.2 Regulatory oversight of broadcasting and telecommunications

Overview

The Commission uses a variety of means to exercise its regulatory powers. Under section 6
of theBroadcasting Actthe Commission has the power to establish policy guidelines and
statements. These policy guidelines and statements are periptkeadwed to ensure that

they are current. When reviewing the guidelines and statements, the Commission consults
with the industry and the public thlding public proceedingshich can include calls for
comments. The Commission also has the power, potrsoigheBroadcasting Actto

establish regulatioAsipplicable to the broadcasting industry. Under subsection 9(1) of that
Act, the Commission has the authority to establish classes of licente iamabse

conditions of licence. The Commission imposesditions of licencewhen it issues

licence ancamendghese conditions as necessary when renewing the licence to achieve the
Canadian broadcasting policy objectives set out iBtieadcastingAct

Pursuant to sectiofi7 of theTelecommunications Adche Commission must exercise its
powers and perform iduties under that Aatith a view to implementing the
telecommunications policy objectives set out in secfiamd in accordance with any order
made by the Governor in Council or any standards phestby the Minister of Industry.
These objectives include ensurithgitthe rates charged by Canadian telecommunications
carriers are just and reasonable, and in relation to the provision of telecommunications
services, Canadian carriers do not disaniate unjustly or accord any undue or unreasonable
preferencé In addition to regulating the rates, terms and conditions under which
telecommunications services are provided, the Commission has the power to forbear from
regulating telecommunications semscor classes of service where it finds, among other
things, that there is sufficient competition to protect the interests of users.

The Commission fulfils its broadcasting and telecommunications regulatory and supervisory
responsibilities by means oframber of interrelated activities, which include:

i) establishing, monitoring, assessing and reviewing, where appropriate, regulatory
frameworks to meet its policy objectives;

i) implementing procedures for the efficient and effective resolution of competitive
disputes; and

i) making determinations on industry mergers, acquisitions and changes of ownership in
the industry.

RadioRegulations, 1986Television Broadcasting Regulations, 198roadcasting Information
Regulations1993 Broadcasting Licence Fee Regulations, 198RTC Rules of Procedure
Broadcasting Distribution Regulaths Pay Television Regulations, 199%)pecialty Services
Regulations, 1990and in accordance with any order made by the Governor in Council or any
standards prescribed by the Minister of Industry

Sections 8, 15 and 47 of thelecommunications Act

Subsection27(1) and 27(2) of th&elecommunications Act

Section34 of theTelecommunications Act
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The Commission also monitors the programming and financial obligations of broadcasting
undertakings to ensure compliance with regulations anditons of licence.

Regulatory framework within a competitive environment

In exercising its statutory powers under the Acts and predecessor legislation, the Commission
has, where feasible, gradually and in an orderly manner opened up mebhapetymarks

to competition to allow consumers multiple means of receiving programming services that
include not only traditional cable companies but also satellite, wireless and telephone
companies. In Public Notice 192b, the Commission established the condgiander

which it would forbear from the regulation of Class 1 undertalirigghe process of

opening théroadcasting distribution undertaking (BDU) market to competition, the
Commission has implemented se¢ulatorymechanisms in the broadcasting istity where
appropriate. The Commission has encouraged industry associations, such as the Canadian
Association of Broadcasters (CAB), to develop-setfulating codes of conduct and

standards pertaining to their industries.

Similarly, since the early ninets, the Commission has moved toward greater deregulation of
the telecommunications market. In Telecom Decisiori @4the Commission established a
threestep process by which it could determine whethiefecommunications market or is

likely to becomecompetitive for the purpose of considering forbearance applica?tions.

Since 1994, the Commission has forborne from regulating a number of telecommunications
services including mobile services, retail Internet services, long distance and international
sewices, various data and private line services, terminal equipment and inside wiring,

satellite services and services provided by-dominant carriers. In 2006, the frameworks

for the forbearance from regulating retail local exchange services were és@blibe
Forbearance Order amended the Commi ssionds
200615 for forbearing from regulating retail local exchange services. In the HSDS Decision,
the Commission established a framework for forbearing from regulaigihespeed intra

exchange digital network access (higgreed DNA) services and metropolitan wavelength
services (MWS). In this decision, the Commission also forbore from regulating Bell

Ca n a d a-8peed DNAgsarvices in a number of wire centres and fegulating the
companyods MWS in the Toront o, Montr ®al and

8 Broadcasting distribution undertakings (BDUse classified basamh thenumber of subscribers as
follows: Class 1 refers to BDUs with more than 6800scribers, Class 2 includes BDUs that have
between 200and 6000 subscriberand Class 3 encompasses BDUs étherthan 2000 subscribers.

The three steps consisted of (a) identifying the relevant market; (b) determining whether the
applicant hasnarket power with respect to the relevant market; and (c) determining whether, and to
what extent, forbearance should be granted.

8

fre
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Statistical information - Regulatory oversight of broadcasting and telecommunications

Table 22.1 Broadcasting complaints by sector, by issue

1 April to 31March

200607 2007-08 200809 200910
Referrals Referrals Referrals Referrals
Complaints  to Complaints  to Complaints  to Complaints  to

Topic received CBSC received CBSC received CBSC received CBSC
Radio
Abusive commerit 141 64 11 - 26 10 22
Adult content 13 5 8 3 19 11 10
Alcohol advertising 3 2 - - 6 - - -
Gender portrayal 3 - - - 1 1 1 1
Offensive commefit 204 127 89 30 397 308 224 140
Offensive languade 52 20 24 8 40 23 39 16
Conventional television
Abusive comment 124 87 5 1 39 5 27 5
Adult content 132 66 84 34 111 47 87 25
Alcohol advertising 9 2 4 - 17 1 5 1
Gender portrayal 10 3 - - B 2 9 2
Offensive comment 154 61 107 6 455 61 260 133
Offensive language a7 19 34 14 51 20 a7 19
Television violence 110 59 40 9 85 24 56 20
Specialty chanels
Abusive comment 10 8 2 - 10 - 2 -
Adult content 90 55 32 14 82 39 41 10
Alcohol advertising 1 1 1 - 1 - 2 -
Gender portrayal 2 - - - - - - -
Offensive comment 38 25 12 2 212 202 22 12
Offensive language 14 7 7 2 32 23 25
Television violence 16 11 14 5 20 14 19

Pay television and payper-
view services
Abusive comment - - - - - - - -

Adult content 14 - 4 - 402 1 24 3
Alcohol advertising - - - - o - - R
Gender portrayal - - - - o - - R
Offensive comment - - - - 2 - R -
Offensive language - - - - o - - R

Television violence 1 - - - - - R -

Subscription radio
(Satellite)
Abusive comment - - - - = - - -

Notes: a) Where a complaint alleges that hatred or contempt was incitad against one of the
groups identified in théelevision,radio,or ecialtyregulations
b) Where a complaint alleges offensive humour or other comments that do not fall under the
"abusive comment" provision
c) Where a complaint alleges offensive language in song lyrics or in spoken word
Source: CRTC Correspondencedcking System(The Rapids tracking system counts multiple contacts from
the same client on the same complaindeggsarate units. The actual number of complaints received
should be therefore slightly lower.)
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Table 22.2 Number of contacts by public

1 April to 31 March
200607 200708 200809 20-10

Broadcasting related enquiries 13,947 14,594 7,131 5,747

Broadcasting complaints 7,951 5,581 11,851 12,740

Source: CRTC Correspondence Tracking Syst@he Rapids tracking system counts multiple
contats from the same client on the same complaint as separate units, therefore the actual

number of complaints received should be slightly loyver.

Table 22.3 Complaints handled by the CBSC

200607 200708 2008-09
Files handled by the CBSC 1,426 1,498 1,781

Referred by the CRTC 795 979 1,045
Source: CBSC annual reports

Table 22.4 Complaints handled by the ASC

2005 2006 2007 2008 2009
Complaints received by the ASC 1,271 1,040 1,445 1,119 1,228
Complaints about television ads 579 527 857 528 546
(46%) (51%) (59%) (47%) (44%)
Complaints about radio ads 57 73 52 56 64
(4%) (7%) (4%) (5%) (5%)

Source: Ad complaints reports

10
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2.3  Contribution and spending regimes

The Commission uses a number of approaches to achieve the cultural, social and
ecoromic objectives set out in the Acts. One such method has been the establishment of
contribution and spending regimes.

In 2009, broadcasting and telecommunications providers contributed $3.0 billion towards
the achievement of these objectiv&pproximately94% of these funds were for cultural
and programming initiatives under tBeoadcasting Acand the remaining 6% wefer

the achievement of the social and economic objectives undéekbeommunications

Act

Contribution and spending regimes at a glanc

2008 2009  Growth

CCD reported by commercial radio and audio services ($ millions) 29 51 76%
Television CPE ($ millions) 2,431 2,429 -0.1%
BDU contribution to Canadian programming ($ millions) 328 # 352 8%

Subsidization of residential tgdeone in highcost serving areas ($ millions 209 182 -13%

Source : CRTC Data Collection

11
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Statistical information: Contribution and spending regimes- Broadcasting'’

Figure 2.3.1 2009 Contributions to CCD reported by commercial radio & audio
sewices,$51.1 million

Relatingtotangible
benefits, $20.5,40%

In the context of
licencerenewals,
$11.0,22%

New radio stations in
the first licence term,
$19.5,38%

Notes: Minor variances are due to rounding.
Includescontributions made under both the CTD and CCD regimes.

Source: CRTC data collection

10 Based on the 1 September 2008 to 31 August 2009 broadcast year. Refer to the Broadcasting section
of this report for additinal statistical information. These charts do not reflect additional funding,
incentives or contributions made by private institutions or government bodies towards the
development and production of Canadian audio and visual content that are outside Bfth€ 6 s

administrative scope and mandate.

12
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Figure 2.3.2 2009 Television CPE$2,429 million

Otherpublic andnot-
for-profit
conventional TV *

CBC conventional
TV $658 27%

Specialty analog
services

Public &nf]
b $900 37%

conventional TV

Specialty digital 1 &
2 services $69 3%
Pay, PPV and VOD
services $113 4%

Notes: (a) Minor variances are due tounding.

(b) CPE: Includes expenditures on Canadian programs telecastgdavite of Canadian
inventory, script and concepts and loss on equity Canadian programs.

(c) Includes expenditures relating to ownership transfer benefits and to commitments thade a
time of licensimugp.0 Exploudesd OYF piAtioomt e conventi
PPV and VOD television services.

(d) CBC conventional television excludes indirect and facility cost allocat@eain
programming related expenses aretdeld as programming costs beginning in 2008
consistent with CRTC guidelines.

* Estimate

Source: CRTC data collection

Figure 2.3.32009 BDU contributions to Canadian programming and local
expression $352 million

Local expression
$il 23 35%

Other independent L, | ol
funds $50 14% g

CTF $179 51%

Note: Minor variances are due to roundin
Source: CRTC data collection

13
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Statistical Information : Contribution and spending regimesi Telecommunications

Figure 2.3.4 Subsidy paid to LECs and the revenugercent charge

300 it
” X
O 250 + =
| + 0982
3? 200 + £
T 2 e
>2 150 + 1065
o = Q
g E 2
Ce 100 1 o
) T o.3§
[72] - 5

g 0 s
Z o

0 : : ' - 0

2005 2006 2007 2008 2009

S bsidy received by LECs  —e—Cantribution rate

Source: CRTCdatacollection anddecisions
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3.0  The Communicationsservice industry

3.1  Communications service industryoverview

Industry revenues

This section provides a broad overview of $55.4 billion
the broadcasting and telecommunications 2009
service industries (the Canadian Broadcasting

. . . . 26%
communications service industygnd

briefly examines how network convergenc

is enabling industry participants to offer

communications services outside of their

traditional core servicetn 2005, revenues Telecom

of incumbent TSPs and cable compandes munications

a percent of total communications revenue e

were approximately 59% and 23%, resped:ylvAt the end of 2009, their revenues
represented 52% and 31% of total communications revenues, respectively. The financial
performance of individual sectors within broadcasting and telecommunications is found
in sections 4 and 5.

Communications servidgadustry at a glance

Growth

2008

(% billions) 2008 2009 2009
Communications revenues 54.3 55.4 2.1%
Broadcasting 14.0 144  3.0%
Radio 1.6 15 -52%
TV 5.5 55 -0.2%
BDU 6.9 7.5 7.4%
Telecommunications 40.3 41.0 1.8%
Incumbent TSPs 28.7 28.8 0.6%
Cable companies 16.1 173  7.4%
Communications revenues to GIjiPercent) 4.4% 46% 5.1%

Source: CRTC data collection

15
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Table 3.1.1 Telecommunications and broadcasting revenues ($ billions)
Growth
2008
2005 2006 2007 2008 2009 2009

Wireline 23.5 23.4 23.7 242 # 241 -0.5%

Wireless 11.0 12.7 14.5 16.0 16.9 5.3%

Total telecommunications

revenues 34.5 36.1 38.2 40.3 41.0 1.8%

Radio AM/FM 1.3 1.4 1.5 16 # 1.5 -5.2%

Television 4.7 5.0 5.3 55 # 55 -0.2%

BDU 5.3 5.8 6.3 6.9 # 7.5 7.4%

Total broadcasting

revenues 11.3 12.2 13.1 14.0 14.4 3.0%

Total telecommunications

and broadcasting revenues  45.8 48.3 51.3 54.3 55.4 2.1%

Source: CRTC data collection

Figure 3.1.1

9%
8%
7%
6%
5%
4%
3%
2%
1%
0%

CAGR
2005
2009

0.7%
11.3%

4.4%
3.1%
4.1%
8.9%

6.3%

4.9%

Broadcasting and telecommunications annual revenue growth rates

2005

2006

—&— Telecommunications

2007 2008

—&— Broadcasting

2009

Source: CRTC data collection
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Table 3.1.2 Industry revenues by type of provider($ thousands)
2007 2008 2009
Incumbent TSPs
Telecommunications 26,710.2 27,1515 # 26,719.7
Broadcasting underkings 1,311.0 1,510.0 16624
Subtotal 28,021.3 28,615 # 288421
Utility telcos and other TSPs 488.1 5858 # 7237
Resellers 1,774.5 1,822 # 15947
Cable Companies
Telecommunications 9,231.6 10,64.3 # 11,519.7
Broadcasting undertakings 4,998.3 5,443.4 5,792.9
Subtotal 14,229.9 16,117.7 # 17,312.6
Broadcasting Other entities 6,7608 # 7,684 # 6,974.5
Total 51,27%.6 542856 # 55,447.5

Source: CRTC data collection

Table 3.13 Industry convergence: Broadcasting v. Telecom
Percent ofncumbent Percentoft LECs
B D U sedenues from revenues from
Year telecom services broadcasting services
2009 66.%%0 5.8%
2008 66.2% 5.3%
2007 64.9% 4.7%

Growth
20082009

0.1%
10.1%
0.6%
23.5%
-14.4%

7.9%
6.4%
7.4%
-1.2%
2.1%

CAGR
20072009

0.9%
12.6%
1.5%
21.8%
-5.2%

11.7%
7.7%
10.3%
1.6%
4.0%

Note 1 Telecomservices include: Local & access, long distance, Internet, data & private line, and

wireless.

2 Broadcasting serves include: Radio, televisionap & speciality and BDU

Source: CRTC data collection

17
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Figure 3.1.2 Broadcasting and telecommunications reenues by type of provider
(2009)

Broadcasting -
Other entities
13%

Incumbent TSPs
52%

Cable Companies
31%

Resellers
3%

\Oth er facilites-

based TSPs
1%

Source: CRTC data collection

Figure 3.1.3 Commercial broadcasting and telecommunications revenues
(excluding nonprogramming and exempt services)

($billions)

54.3 554
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OTotal BTelecom B Commercial broadcasting

Source: CRTC data collection
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Figure 3.1.4 BDU revenues by serviceyipe

12,000 Y

10,000

8,000 x

6,000

4,000
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2,000

0
2005 2006 2007 2008 2009

B Total basic and nehasic programming service
OTotal exempted and neprogramming services
ABDU Total

Source: CRTC data collection

Figure 3.1.5 BDU i EBITDA margins achieved from all services
(programming, exempted and norRprogramming services)
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0% . T - —
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Source: CRTC data collection
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Figure 3.16 Select Canadian communications companies revenue comasi
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Note:
Q) Bubblesrepresent estimated total telecommunications and broadcasting

revenues in 208
Source: Company websites and other public annual reports
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Figure 3.1.7 Broadcasting and telecommunications operating platforms
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Figure 3.1.8 Regulatory considerations in a converging industry
Corporate Technology Customers
NETWORK
SERVICE
Wireless Video
Satellite Audio
Cable Voice
Internet Data
PSTN
CORPORATE TECHNOLOGY WHOLESALE CUSTOMER RETAIL CUSTOMER
ADiversity of voices ABroadcasting Act & New media AEssential services AOpen access for devices
AcCanadian content production ANet neutrality ASupport structures Aunwanted calling
(New media issues) ABroadband deployment & right of way (ex. Spam, DNCL)
AMarket structure ABasic service obligation ARegulatory symmetry APrivacy
ASpectrum management AQuality of service AQuality of service
ASpectrum issues AAffordability
ANet neutrality AAccessibility
ANet neutrality
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4.0 Broadcasting

There are three delivery platforms for the broadcast of radio and television programming:

i) conventional transmission where the licensed broadcastesstiit either radio or
television programs to the general public free of charge over assigned frequencies
or channels in the appropriate spectrum (AM, FM, VHF, UHF,-8ahd);

i) over dedicated landline (cable or DSL) or wireless (satellite, DTH, MDS)
fadlities of licensed BDUshattransmit radio and televisiggrogramming over
their networls to subscribers of their servietor a monthly subscription fee; and,

iii) more recentlyvia the Internet using webased facilities or sites to subscribers of
high-speed or broadband Internet service.

Various models have been developed by the providers to recover the costs of the content

that users access via the Internet. These models rangé&démnas the costs are
recovered through advertisements (Joost and)Htd subscription based (Jump TV), to

pay-perview (Apple TV).

Broadcasterthatproduce their own content can broadcast their content over their
facilities, use their webased facilities or use the services of a BDU.

These services are available vally to all Canadians.

23
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Diagram 4.0.1 Program distribution
Consumer Device

Broadcasting Distribution
Undergking (BDU) BDU -
(Cable, DSL, DTH, MDS) Subscriptions .

v

> R e—
(Section4.4) - —
Internal
Productions
Licensed Broadcaster \ / 7
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Program/ _ Internal Productions Overthe-Air Lo
Content g > e
Television (Sectiod.3)
Internal
Productions
- Internet
Web based via the Internet Subscriptions
. (New Media) >

(Section 4.5)
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4.1  Broadcasting- Financial review

Sector overview .
Broadcastingrevenues

$14.4 billions

Broadcasting revenues include revenues from 2009 Radi
= adio

radio, television, and BDUs. Radio revenues

include AM and FM commercial radio

stations. Television revenues include CBC
conventional television, private conventional BDU
television, and pay, PPV, VOD and specialty 52%
savices. BDU revenues include cable and

DTH / MDS as well as IPTV servisgbut

exclude Internet and telephony service

revenues.

10%

Broadcasting at a glance

2008 2009 Growth
Revenues ($ millions)

Broadcasting 14,012 # 14,430 3.0%
Radio 1591 # 1,508 -5.2%
Television 5,480 # 5,467 -0.2%
BDU'? 6,941 # 7,455 7.4%

PBIT ($ millions)
Radio 335 272 -18.9%
Television 656 562 -14.3%
EBITDA ($ millions)
BDU 1,722 1,785 3.7%

Source: CRTC data collection
Notes: 1. BDU revenues include nereporting BDU revenues, but exclude exempt and non
programmingservices. The EBITDA of the BDUs represents only basicramebasic
services.
2. Internet and telephony services are excluded. These seaveedsscussed in section 5 of this
report.
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Statistical information - Broadcastingrevenues

Table4.1.1 Broadcasting revenueg$ millions)

2005 2006 2007 2008 200
Radio
AM 306 32 329 331# 306
FM 1,03 #  1,00# 1173 1260 # 1,201
Radio Total 1,343#  1419# 1502 1591 # 1,508
Television
CBC conventional televisidn 292 392 356 412 3092
Private conventional television 2146 2143 2171 2138 1.971
Pay| PPV, VOD, and SpeCIaIty servi 2’222 2’499 2’729# 2’929 # 3’105
Television Total 4,660 5,034 5256 # 5480 # 5467
BDU
Cable 3,522 4,008 4,334 4,762 5,123
DTH/MDS undertakings 1,438 1,641 1834 2036 2189
Norrreporting BDUs 354# 144# 144 # 143 # 143
BDU Total 5314#  5793#  6312# 6941 # 7455
Broadcasting Total 11,3164 12246# 13070# 14012 # 14,430

n/m = not meaningful

Growth

2008-200

-7.4%
-4.7%
-5.2%

-5.0%
-7.8%

6.0%
-0.2%

7.6%
7.5%
0.0%

7.4%
3.0%

CAGR

2006-200

0.0%
3.8%
2.9%

7.6%
-2.1%
8.7%
4.1%

9.8%
11.1%
-20.2%

8.8%
6.3%

Note: * CBC revenues include advertising and other commereianues. Parliamentary appropriations are

excluded.
Source: CRT data collection
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Figure 4.1.1 2009 Commercial radio revenues by broadcaster

Source: CRTC data collection

* In December 2007, the Commission approved an application by Astral Media acquire StandarBroadcasting
Corporati ocadiodssemi t edd s

The percentage of total revenue calculation is based on total revenues reported for each service where the broadcaster
had greater than 50% direct and indirect voting interest 3% Afigust 20@.
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