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Court File No. CV-13-10274-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, ¢, C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT
OF 8440522 CANADA INC., DATA & AUDIO-VISUAL ENTERPRISES WIRELESS INC,,
AND DATA & AUDIO-VISUAL ENTERPRISES HOLDINGS INC.

Applicants

NOTICE OF MOTION
(STAY EXTENSION ORDER)

(Returnable January 28, 2015)

The Applicants, Data & Audio-Visual Enterprises Holdings Inc. ("Holdings"), Data &
Audio-Visual Enterprises Wireless Inc. (‘Wireless”) and 8440522 Canada Inc. (collectively
with Holdings and Wireless, the “Applicants” or the “Mobilicity Group”) will make a motion
to a Judge presiding over the Commercial List on January 28, 2015 at 9:00 a.m., or as soon

after that time as the motion can be heard, at 330 University Avenue, Toronto.
PROPOSED METHOD OF HEARING: The motion is to be heard orally.

THE MOTION IS FOR:
1, An Order in the form of a draft order included in the Motion Record:

(a) abridging and validating the time for service of the Notice of Motion and
Motion Record in respect of this motion and the tenth report of the Monitor,
Ermnst & Young Inc. (the “Monitor"), to be served (the “Tenth Report’), and
dispensing with further service thereof;



(b} extending the Stay Period, as such term is defined in the Initial Order issued
by this Court on September 30, 2013 (as amended, the “Initial Order”), up to
and including May 8, 2015 (the “Stay Extension”); and

(c) approving the Tenth Report and the activities of the Monitor as described in
the Tenth Report; and

2. Such further and other relief as counsel may request and this Court deems just.

THE GROUNDS FOR THE MOTION ARE:

Stay Extension

(a)

(b)

(c)

(d)

(e)

(@)

The Applicants commenced proceedings under the Companies’ Creditors
Arrangement Act (Canada) (the “CCAA") and obtained an initial order of the
Court in these proceedings on September 30, 2013;

On November 27, 2014, an Order was made {o extend the Stay Period (as
such term is defined in the Initial Order) to January 30, 2015; '

Following the last extension of the Stay Period, the Applicants continued
discussions with interested parties to seek to advance any value-maximizing
transactions and financing arrangements that may be executable and in the

best interests of the Mobilicity Group;

No transaction or financing option has been finalized at this time, though the
Applicants believe that such a transaction or financing option is still possible if

given sufficient time;

The timing of the Applicants’ negotiation and implementation of any such
value maximizing transaction is, in part, linked to the progress and the

outcome of the AWS-3 and 2500 MHz spectrum auctions;

During the period of the spectrum auctions, the Applicants’ strategic options to

complete a value maximizing transaction will be limited,;

if the Mobilicity Group participates in the AWS-3 spectrum auction, the
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(h)

0]

@)

()

()

General

(a)

(b)

(€)

Mobilicity Group will require time to complete the auction process and then

evaluate its options based upon the outcome of that process;

The Stay Extension is necessary to continue to provide the Applicants with a
stable environment in which to negotiate a value maximizing transaction and
to evaluate available options to the limited extent possible during the spectrum
auctions and to re-evaluate potential options once the spectrum auctions are

completed;

The Stay Extension is also necessary to maintain current customer levels and

stability in the operations of the business generally;

The Applicants, with the assistance of the Monitor, have prepared updated
cash flow projections for the period covering the Stay Extension, which show
that the Applicants have sufficient resources to meet their post-filing

obligations during such period;

The updated cash flow projections also show that the Applicants are operating
on a cash flow breakeven basis, and accordingly no creditor of the Applicants

will be prejudiced by the Stay Extension; and

The Ad Hoc Committee and the Bridge Lenders (as those terms are referred
to in the Initial Order) all support the Stay Extension.

The provisions of the Companies’ Creditors Arrangement Act, R.8.C. 1985, c.
C-36 as amended;

Rules 2.03, 3.02, 16, and 37 of the Rules of Civil Procedure, R.R.QO. 1990,
Reg. 194, as amended; and

Such further and other grounds as counsel may advise and this Court may

permit,
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THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the motion:

(a) The Affidavit of William E. Aziz sworn January 21, 2015, and the Exhibits

attached thereto;

(b) The Tenth Report; and

(¢} Such further and other .material as counsel may advise and this Court may

permit.

January 22, 2015

TO: The Attached Service List
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Court File No. CV-13-10274-00CL

ONTARIO
SUPER!OR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, ¢. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT
OF 8440522 CANADA INC., DATA & AUDIO-VISUAL ENTERPRISES WIRELESS INC., AND
DATA & AUDIO-VISUAL ENTERPRISES HOLDINGS INC.

Applicants

AFFIDAVIT OF WILLIAM E. AZIZ
(sworn January 21, 2015}
I, WILLIAM E. AZIZ, of the Town of Qakville, in the Province of Ontario, MAKE OATH
AND SAY:

1. | am the President of BlueTree Advisors |l Inc. (“BlueTree”), which has been retained by
Data & Audio-Visual Enterprises Holdings Inc. (‘Holdings”) to provide my services to Holdings
and its affiliates’ (collectively, with Holdings, the “Mobilicity Group” or the "Applicants”) as
Chief Restructuring Officer of the Mobilicity Group. | am a director of each of the Mobilicity
Group entities. BlueTree was retained pursuant to an Engagement Letter dated April 24, 2013.

2. My engagement was ratified and confirmed by Order of this Court on September 30,
2013 (as amended, the “Initial Order”), a copy of which is attached as Exhibit “A” to this
Affidavit.

3. | have been overseeing the restructuring efforts of the Mobilicity Group since April 24,
2013 and, as such, | have knowledge of the matters to which | hereinafter depose, except where
otherwise stated. | have spoken with certain of the directors, officers, advisors and/or
employees of the Mobilicity Group, as necessary, and, where | have relied upon information

from such discussions, | believe such information to be true.

1The affiliates of Holdings are 8440522 Canada Inc, and Data & Audio-Visual Enterprises Wireless nc.
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4, This Affidavit is sworn in support of a motion by the Mobilicity Group to, amongst other
things, extend the Stay Period, as such term is defined in the Initial Order, to May 8, 2015 {the
“Stay Extension”).

Background

5. The Mobilicity Group commenced proceedings under the Companies’ Creditors
Arrangement Act (Canada) (the “CCAA") and obtained the Initial Order in these proceedings on
September 30, 2013.

8. Starting in November 2013, the Mobilicity Group engaged in a comprehensive court-

supervised sale process (the "Sale Process”).

7. On April 1, 2014, the Mobilicity Group agreed to a sale transaction with TELUS
Corporation (the ‘“TELUS Transaction”) and filed with Industry Canada a request for a
confidential preliminary assessment of the proposed transfer of the Mobilicity Group's spectrum

licences under the TELUS Transaction.

8. On or about April 17, 2014, the Mobilicity Group filed a motion (the “Meeting Order
Motion”) with the. Ontario Superior Court of Justice (Commercial List) (the “Court”) seeking an
Order authorizing it to (i) file a plan of compromise or arrangement (the “Plan”) to implement the
TELUS Transaction; and (ii) call and conduct a meeting of its affected unsecured creditors to

consider and approve the Plan.

8. On the return date for the Meeting Order Motion, the Court ordered the parties to attend
a mediation before the former Chief Justice of the Ontario Superior Court of Justice, the

Honourable Justice Winkler, to mediate any outstanding issues (the “Mediation”).

10. In my affidavit sworn in connection with the Sixth Stay Extension period, | confirmed that
part way through the Mediation process, the contractual arrangements in respect of the TELUS

Transaction had been terminated.

11. On September 14, 2014, the Honourable Justice Winkler declared the Mediation to be

terminated.

12. On November 27, 2014, an Order was made to extend the Stay Period (the “Eighth
Stay Extension Order’), as such term is defined in the Initial Order, to January 30, 20185,
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Updates and developments since the previous extension of the Stay Period

13. The Applicants sought an extension of the Stay Period to January 30, 2015 to:

(a) allow for additional time to review, consider and develop any alternatives that

may be available to them,
(b) consuit with their stakeholders on available alternatives,

(c) allow discussions to progress amongst the Applicants’ principal stakeholders,

and
(d) report back to this Court.
14.  The Applicants have diligently undertaken the above steps.
{(a) Transaction Options

15.  As noted in my Affidavit sworn November 24, 2014, a number of parties had expressed

interest in pursuing various transaction structures with the Applicants and/or their stakeholders.

16. Following the Eighth Stay Extension Order, the Applicants, their financial advisors
(Canaccord Genuity and National Bank), the Monitor and representatives of the ad hoc
committee of the Applicants’ noteholders (the “Ad Hoc Committee”) continued discussions with
interested parties to seek to advance any value-maximizing transactions and financing

arrangements that may be executable and in the best interests of the Mobilicity Group.

17. Following the Eighth Stay Extension Order, discussions also continued with one of the
Applicants’ noteholders that is not part of the Ad Hoc Committee with respect to potential
transaction structures and financing arrangements and various possible transaction structures

have been discussed and exchanged on a “without prejudice” basis.

18, Discussions have also continued with Industry Canada to seek guidance on the
acceptability of certain transaction structures and the applicable rules for the upcoming AWS-3

auction of additional set-aside spectrum.
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19. The Applicants have also continued discussions with parties that have proposed various
merger, acquisition or alternative arrangements. None of these arrangements have been

concluded at this time.

20. No transaction or financing option has been finalized at this time. For the reasons set
out below, the Applicants believe that such a transaction or financing option is still possible if

given sufficient time.
(b) Upcoming Spectrum Auctions

21. Following the Eighth Stay Extension Order, Industry Canada published various materials
and confirmed key dates in connection with the AWS — 3 spectrum auction (the "AWS-3
Auction"), including the Technical, Policy and Licensing Framework for Advanced Wireless
Services In the Bands 1755-1780 MHz and 2155-2180 MHz (the “AWS-3 Auction
Framework”). A copy of the AWS-3 Auction Framework is attached hereto as Exhibit “B”.

22, The AWS-3 Auction provides for a “set aside” of certain AWS-3 spectrum for so-called
“operating new entrants”. The Mobilicity Group is one of two wireless carriers {the other one
being Wind Mobile) that would satisfy the criteria of an “operating new entrant” in certain regions

including Southern Ontario.
23. Key dates associated with the AWS-3 Auction are as follows:

(a) deadline for receipt of applications to participate in the auction and for auction

deposits: January 30, 2015;
(b) deadline for sealed bids: March 3, 2015;

(c) announcement and publication of provisional license winners: March 6, 2015;

and
(d) deadline for final payment; March 20, 2015.

24. Participation in the AWS-3 Auction for spectrum in all regions where the Applicants
currently conduct business would require the posting of a refundable deposit in the amount of
approximately $62,000,000 either in cash or by an irrevocable standby letter of credit and would
also require compliance with all application requirements on or before the prescribed deadline of
January 30, 2015.
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25. The Applicants, with the assistance of their financial and legal advisors, have sought and

considered a number of potential options to obtain the funding necessary to participate in the
AWS-3 Auction from both existing creditors of the Applicants and from third party funding
sources. At this time, the Applicants have not completed an agreement to obtain funding for
participation in the AWS-3 Auction, but the Applicants are continuing to consider funding
options. The Applicants will provide a further update to the Court and to the Service List as

soon as possible.

26. The Applicants have also considered, with the assistance and advice of Canaccord
Genuity, the benefits of purchasing additional spectrum in the AWS-3 Auction in the event that
the Applicants are able to secure financing on acceptable terms. This consideration invoived,

among other things, the following factors:

(a) whether the acquisition of more spectrum by the Mobilicity Group at this time

would increase the value of the business for the benefit of all stakeholders;

(b) whether the acquisition of more spectrum by the Mobilicity Group at this time

would preserve the value of existing owned AWS — 1 spectrum;

(c) whether the Mobilicity Group or a third party would be able to build out any
additional spectrum that may be acquired in the AWS-3 Auction;

(d) the terms of the AWS-3 Auction Framework, which state, among other things,
“any discussions involving two bidders or any of their affiliates or associates
regarding an addition or a significant change of beneficial ownership of a bidder,
from the receipt deadline for applications until the public announcement of
provisional license winners by Industry Canada, would fall into the area of
prohibited discussions and would be considered contrary to the auction rules’;

and

(e) whether such acquisition would put the Mobilicity Group in a position to have

additional transactional alternatives before or after the AWS-3 Auction,

27. The Applicants have also sought and received certain clarifications from Industry

Canada regarding the AWS-3 Auction Framework and participation requirements.
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28. At this time, no final decision has been made regarding the purchase of additional

spectrum through the AWS-3 Auction. However, as noted above, the Applicants are still
considering funding options that may be available to allow the Applicants to participate in the
AWS-3 Auction.

29, As noted in my prior affidavits, Industry Canada has also announced an auction of 2500
MHz spectrum (the “2500 MHz Auction”). This auction will not include a set aside of any
spectrum for so-called “operating new entrants”. The key dates for the 2500 MHz Auction are

as follows:

(a) Deadline for receipt of applications to participate and auction deposits: January
30, 2015;

()] Auction start — opening of bidding: April 14, 2015; and
(c) Cessation of bidding: Unknown, but estimated to be by the end of April 2015.

30. The Applicants have, in the past, reviewed the terms of the 2500 MHz Auction and have
determined, in consultation with their advisors, that participation in that auction is not a viable or

beneficial option.

31. It remains clear to me that the 700 MHz auction previously completed, and the upcoming
2500 MHz and AWS-3 auctions, have increased, and will further dramatically increase, the
amount of spectrum available in the Canadian marketplace. The consequence of this is that,
following the auctions, the concept of “undue concentration of spectrum’ asserted by Industry
Canada, when considering previous transactions presented by the Mobilicity Group, has or will
soon become far less meaningful in the context of AWS-1 (the current spectrum owned by the

Mobilicity Group) following these auctions.
{(d) Operations Update

32 The Applicants currently operate on a cash flow breakeven basis and their business
operations and customer base remain stable. The Applicants’ consolidated cash balance as of
the end of the 2014 calendar year was slightly higher than the Applicants’ consolidated cash
balance as of the end of the prior year. In my view, no creditor of the Applicants will suffer

prejudice as a result of the proposed Stay Extension.
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33. The Applicants continue to maintain the stability of their business and their focus on

providing the best available services to their customers.

34. Both new customer acquisition and current customer retention trends remain ahead of
projections. Consistent with the third fiscal quarter, the Applicants experienced positive net
customer growth for the fourth fiscal quarter of 2014.

35. Overall customer performance was better than expected as the Applicants’ ending active

customer base as of December 31, 2014 was 158,637.

36. The Applicants continue to receive the services they require from all of their major
suppliers and the payment arrangements that were previously negotiated or determined by the

Court continue, uninterrupted.

37. Since the last extension of the Stay Period, the Applicants have operated well within
their cash flow forecast (as last filed with the Court under cover of the Ninth Report of the
Monitor dated November 25, 2014) and honoured their post-filing commitments as they came

due.
Request for a Further Stay Extension

38. The Applicants continue to evaluate all options available to them to enter into a value
maximizing transaction for the benefit of all stakeholders. The timing of the Applicants’
negotiation and implementation of any such value maximizing transaction is, in part, linked to
the progress and the outcome of the AWS-3 Auction and the 2500 MHz Auction.

39. | believe that upon completion of the AWS-3 Auction and the 2500 MHz Auction, the
wireless spectrum landscape will have materially changed and the Applicants’ transaction

options may be materially different than they are today.

40. Further, during the period of the AWS-3 Auction and the 2500 MHz Auction, | believe
that the Applicants’ strategic options to complete a value maximizing transaction will be limited
as pbtential transaction counterparties will be focused upon those auctions and, in certain
circumstances, the rules surrounding those auctions may prevent certain discussions on

potential transactions from occurring.
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41. If the Mobilicity Group participates in the AWS-3 Auction, the Mobilicity Group will
require time to complete the AWS-3 Auction process and then evaluate its options based upon

the outcome of that process.

42, The Stay Extension is necessary to continue to provide the Applicants with a stable
environment in which to negotiate a value maximizing transaction and to evaluate available
options to the limited extent possible during the AWS-3 Auction and the 2500 MHz Auction and
to re-evaluate potential options once the AWS-3 Auction and the 2500 MHz Auction are
completed. Based upon available information it does not appear that those auctions will be

completed before the second half of April, 2015.

43, The Stay Extension is also necessary to maintain current customer levels and stability in

the operations of the business generally.

44, As such, the Applicants are requesting an extension of the Stay Period up to and
including May 8, 2015.

45, The Applicants, with the assistance of the Monitor, have prepared updated cash flow
projections for the period between the week ended January 23, 2015 and the week ending May
8, 2015 (the “Updated Cash Flow Statement”), which cover the period of the Stay Extension. |
understand that the Updated Cash Flow Statement will be attached as an Appendix to the Tenth
Report of the Monitor to be served in connection with the Applicants’ motion for the Stay

Extension.

46. The Updated Cash Flow Statement shows that the Applicants have sufficient resources

during the Stay Extension period to meet their post-filing obligations during that same period.

47. The Updated Cash Flow Statement also shows that the Applicants are operating on a
cash flow breakeven basis. As such, | believe that no creditor of the Applicants will be

prejudiced by the Stay Extension.
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48. | am advised that the Ad Hoc Committee and the Bridge Lenders (as those terms are

referred to herein or in the Initial Order) all support the Stay Extension.

SWORN BEFORE ME at the City of
Toronto, Province of Ontario, on

January, 2/ 2015.

-

Cqfimissioner for Taking Affidavits
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Court File No. €U=13 ~PL- oot

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE } MONDAY, THE 30TH

JUSTICE NEWBQULD ) DAY OF SEPTEMBER, 2013

MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

(PANDIN TRE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT

502 CAMADA INC., DATA & AUDIO-VISUAL ENTERPRISES WIRELESS INC.,
ANDY DATA & AUDIO-VISUAL ENTERPRISES HOLDINGS INC.

%

Applicants

INITIAL ORDER

THIS APPLICATION, made by Data & Audio-Visual Enterprises Holdings Inc., Data & Audio-
Visual Enterprises Wireless Inc. and 8440522 Canada Inc. (collectively, the "Applicants™),
pursuant to the Companies’ Creditors Arrangement Act, R.S.C. 1985, ¢. C-36, as amended (the
"CCAA"} was heard this day at 330 University Avenue, Toronto, Ontario,

ON READING the affidavit of William E. Aziz sworn September 29, 2013 and the
Exhibits thereto {the "Aziz Affidavit”), and on being advised that the secured creditors who are
likely to be affected by the charges created herein were given notice, and on hearing the
submissions of counsel for the Applicants, Ernst & Young Inc. (as the proposed Monitor), the Ad
Hoc Committee of Noteholders (as defined in the Aziz Affidavit), the DIP Lenders (as defined in
the Aziz Affidavit), The Catalyst Capital Group Inc..and Equity Financial Trust Company, no one
else appearing although duly served as appearsjfrom the affidavit of service of Evan Cobb
sworn September 30, 2013 and on reading the donsent of Ernst & Young Inc. to act as the

Monitor,
o L ,ace eW Sh R AT
- Thiz i3 Exbibi.. ) ‘h“ ralnirnd i i fa
affidavi of ...... \»’\f 11w} ﬁf:flmf{ ,,,,,,,,,, Aziz
sworn bolore ma, his.....s \;2 \gf—’ v
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SERVICE

1. THIS COURT ORDERS that the time for servicé of the Notice of Application and the
Application Record is hereby abridged and validated so that this Application is properly
returnable today and hereby dispenses with further service thereof.

APPLICATION

2, THIS COURT ORDERS AND DECLARES that the Applicants are companies to which
the CCAA applies.

PLAN OF ARRANGEMENT

3. THIS COURT ORDERS that the Applicants shall have the authority to file and may,
subject to further order of this Court, file with this Court a plan of compromise or arrangement

(hereinafter referred to as the "Plan").
POSSESSION OF PROPERTY AND OPERATIONS

4, THIS COURT ORDERS that the Applicants shall remain in possession and control of
their current and future assets, undertakings and properties of every nature and kind
whatsoever, and wherever situate including all proceeds thereof (the "Property"). Subject to
further Order of this Court, the Applicants shall continue to carry on business in a manner
consistent with the preservation of its business (the "Business") and Property. The Applicants
shall be authorized and empowered to continue to retain and employ the employees,
consuitants, agents, experts, accountants, counsel, including counsel to any board of directors
of the Applicants, and such other persons (collectively "Assistants") currently retained or
employed by any of them, with liberty to retain, subject to the prior approval of the Chief
Restructuring Officer, such further Assistants as they deem reasonably necessary or desirable
in the ordinary course of business or for the carrying out of the terms of this Order.

5, THIS COURT ORDERS that the Applicants shall be entitled to continue to utilize the
cash management systems currently in place with, among others, National Bank, TIO Networks
Corp., and Chase Paymentech Solutions (“Paymentech”) as described in the Aziz Affidavit or,
with the consent of the DIP Lenders, replace those systems with other substantially similar
central cash management systems (the "Cash Management System"} and that any present or
future bank providing the Cash Management System shall not be under any obligation
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whatsoever to inguire into the propriety, validity or legality of any transfer, payment, coliection or
other action taken under the Cash Management System, or as to the use or application by the
Applicants of funds transferred, paid, collected or otherwise dealt with in the Cash Management
System, shall be entitled to provide the Cash Management System without any Hability in
respect thereof to any Person (as hereinafter defined) other than the Applicants, pursuant to the
terms of the documentation applicable to the Cash Management System, and shall be, in its
capacity as provider of the Cash Management System, an unaffected creditor under the Plan
with regard to any claims or expenses it may suffer or incur in connection with the provision of

the Cash Management System.

6. THIS COURT ORDERS that, subject to the terms and conditions of the DIP Loan
Agreement, including the applicable terms therein that refer to the cash flow forecast approved
by the DIP Lenders pursuant to the DIP Loan Agreement (the “Cash Flow Forecast”), the
Applicants shall be entitled but not required to pay the foliowing expenses whether incurred prior

to or after this Order:

(a) all outstanding and future wages, salaries, commissions, employee benefits,
vacation pay (excluding any severance or termination payments without the consent
of the Chief Restructuring Officer (as defined below) and the DIP Lenders) and
expenses payable on or after the date of this Order, in each case incurred in the
ordinary course of business and consistent with existing compensation policies and

arrangements,

L) any amounts owing to Dealers (as such term is defined in the Aziz Affidavit) and
incurred in the ordinary course of business and consistent with existing Dealer
compensation policies and arrangements, subject to the prior approval of the Chief
Restructuring Officer; and

(¢) the reasonable fees and disbursements of any Assistants retained or employed by
an Applicant in respect of these proceedings, at their standard rates and charges,

subject to the prior approval of the Chief Restructuring Officer.

7. THIS COURT ORDERS that the Applicants shall be authorized but not required to
continue to perform and provide services for which customers of any of the Applicants prepaid

prior to the date of this Order in the ordinary course.
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8. THIS COURT ORDERS that, subject o the terms and conditions of and availability
under the DIP Loan Agreement, including the applicable terms therein that refer o the Cash
Flow Forecast, and except as otherwise provided to the contrary herein, the Applicants shall be
entitled but not required to pay all reasonable expenses incurred by the Applicants in carrying
on the Business in the ordinary course after this Order, and in cairying out the provisions of this

Order, which expenses shall include, without limitation:

(a) all expenses and capital expenditures reasonably necessary for the preservation of
the Property or the Business including, without limitation, payments on account of
insurance (including directors and officers insurance), maintenance and security
services, subject to the prior approval of the Chief Restructuring Officer; and

{b) payment for goods or services actually supplied to the Applicants following the date
of this Order.

9. THIS COURT ORDERS that the Applicants shall remit, in accordance with legal
requirements, or pay:

(&) any statutory deemed trust amounts in favour of the Crown in right of Canada or of
any Province thereof or any other taxation authority which are required to be
deducted from employees' wages, including, without limitation, amounts in respect of
(i) employment insurance, (i) Canada Pension Plan, (jiii) Quebec Pension Plan, and

{iv) income taxes;

()] all goods and services or other applicable sales taxes (collectively, "Sales Taxes")
required to be remitted by the Applicants in connection with the sale of goods and
services by the Applicants, but only where such Sales Taxes are accrued or
collected after the date of this Order, or where such Sales Taxes were accrued or
collected prior to the date of this Order but not required to be remitted until on or after
the date of this Order, and

{c) any amount payable to the Crown in right of Canada or of any Province thereof or
any political subdivision thereof or any other taxation authority in respect of municipal
realty, municipal business or other taxes, assessments or levies of any nature or kind
which are entitied at law to be paid in priority to claims of secured creditors and
which are attributable to or in respect of the carrying on of the Business by the
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Applicants, subject to the prior approval of the Chief Restructuring Officer.

10. THIS COURT ORDERS that until a real property lease is disclaimed in accordance with
the CCAA, the Applicants shall pay all amounts constituting rent or payable as rent under reai
property leases (including, for greater certainty, common area maintenance charges, utilities
and realty taxes and any other amounts payable fo the landlord under the lease) or as otherwise
may be negotiated between the Applicants and the landlord from time to time ("Rent"), for the
period commencing from and including the date of this Order, monthly in advance (but not in
arrears). On the date of the first of such payments, any Rent relating to the period commencing
from and including the date of this Order shall also be paid.

11.  THIS COURT ORDERS that, except as specifically permitted herein, the Applicants are
hereby directed, until further Order of this Court: (a) to make no paymenis of principal, interest
thereon or otherwise on account of amounts owing by any of the Applicants to any of their
creditors as of this date; (b) to grant no security interests, trust, liens, charges or encumbrances
upon or in respect of any of their respective Property; and (c) to not grant credit or incur

liabilities except in the ordinary course of the Business.
RESTRUCTURING

12. TH!S COURT ORDERS that the Applicants shall, subject to such requirements as are
imposed by the CCAA and such covenants as may be contained in the Definitive Documents
(as hereinafter defined), have the right to:

(a) permanently or temporarily cease, downsize or shut down any of their business or
operations, and to dispose of redundant or non-material assets not exceeding
$500,000 in any one transaction or $2,000,000 in the aggregate, subject to the prior
approval of the Chief Restructuring Officer.

te)] terminate the employment of such of their employees as they deem appropriate,
subject to the prior approval of the Chief Restructuring Officer;

(c) disclaim, in whole or in part, with prior consent of the Monitor and the DIP Lenders or
further Order of the Court, such of their arrangements or agreements, whether oral or
written, as the Applicants deem appropriate, in accordance with Section 32 of the
CCAA, with such disclaimers to be on such terms as may be agreed upon between
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the Applicants and such counter-parties, or failing such agresment, with the

consequences thereof to be dealt with in the Plan; and

(d) pursue all avenues of refinancing and offers for material parts of its Business or
Property, in whole or part, subject to prior approval of this Court being obtained

before any material refinancing or sale,

all of the foregoing to permit the Applicants to proceed with an orderly restructuring of the

Business {the "Restructuring”).

13. THIS COURT ORDERS that an Applicant shall provide each of the relevant landlords
with notice of that Applicant’s intention to remove any fixtures from any leased premises at least
seven (7} days prior to the date of the intended removal. The relevant landlord shall be entitled
to have a representative present in the leased premises to observe such removal and, if the
tandlord disputes the appliéable Applicant’s entitlement to remove any such fixture under the
provisions of the lease, such fixture shall remain on the premises and shall be dealt with as
agreed between any applicable secured creditors, such landlord and the applicable Applicant, or
by further Order of this Court upon application by the Applicants on at least two (2) days notice
to such landlord and any such secured creditors. If an Applicant disciaims the lease governing
such ieased premises in accordance with Section 32 of the CCAA, it shall not be required {o pay
Rent under such lease pending resolution of any such dispute (other than Rent payabie for the
notice period provided for in Section 32(5) of the CCAA), and the disclaimer of the lease shall
be without prejudice to that Applicant's claim to the fixtures in dispute.

14.  THIS COURT ORDERS that if a notice of disclaimer is delivered pursuant to Section 32
of the CCAA, then (a) during the notice period prior to the effective time of the disclaimer, the
landiord may show the affected leased premises to prospective tenants during normal business
hours, on giving the Applicants and the Monitor 24 hours' prior written notice, and (b) at the
effective time of the disclaimer, the relevant landlord shall be entitled to take possession of any
such leased premises without waiver of or prejudice to any claims or rights such landiord may
have against an Applicant in respect of such lease or leased premises and such landlord shall
be entitied to notify the Applicants of the basis on which it is taking possession and to gain
possession of and re-lease such leased premises to any third party or parties on such terms as
such tandiord considers advisable, provided that nothing herein shall relieve such landlord of its

obligation to mitigate any damages claimed in connection therewith.
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NO PROCEEDINGS AGAINST THE APPLICANTS OR THE PROPERTY

15. THIS COURT ORDERS that until and including October 30, 2013, or such later date as
this Court may order (the "Stay Period"), no proceeding or enforcement process in any court or
tribunal (each, a "Proceeding”) shall be commenced or continued against or In respect of any of
the Applicants, the Monitor, the DIP Lenders, the holders of the Bridge Notes (in such
capacities, the “Bridge Lenders") or Equity Financial Trust Company (in its capacity as Trustee
and Collateral Agent under the Bridge Notes, the DIP Facility and the First Lien Notes (as such
term is defined in the Aziz Affidavit)) (in such capacity, the “Trustee”) or affecting the Business
or the Property, except with the written consent of the Applicants and the Monitor, or with leave
of this Court, and any and all Proceedings currently under way against or in respect of any of
the Applicants or affecting the Business or the Property are hereby stayed and suspended
pending further Order of this Court. This Paragraph 15 shall apply to Proceedings commenced
or continued against or in respect of the Trustee, DIP Lenders or the Bridge Lenders solely to
the extent that such Proceedings relate to the DIP Lenders' or the Bridge Lenders’ lending
arrangements with the Applicants.

NO EXERCISE OF RIGHTS OR REMEDIES

186. THIS COURT ORDERS that during the Stay Period, all rights and remedies of any
individual, firm, corporation, governmental body or agency, or any other entities (all of the
foregoing, collectively being "Persons"” and each being a "Person") against or in respect of any
of the Applicants or the Monitor, or affecting the Business or the Property, are hereby stayed
and suspended except with the written consent of the Applicants and the Monitor, or leave of
this Court, provided that nothing in this Order shall (i} empower the Applicants to carry on any
business which the Applicants are not lawfully entitled to carry on, (ii) affect such investigations,
actions, suits or proceedings by a regulatory body as are permitted by Section 11.1 of the
CCAA, {iii) prevent the filing of any registration to preserve or perfect a security interest, or (iv)

prevent the registration of a claim for lien.
NO INTERFERENCE WITH RIGHTS

17.  THIS COURT ORDERS that during the Stay Period, no Person shall discontinue, fail to
honour, alter, interfere with, repudiate, terminate or cease to perform any right, renewal right,
contract, agreement, licence or permit in favour of or held by any of the Applicants, except with
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the written consent of the Applicants and the Monitor, or leave of this Court.

CONTINUATION OF SERVICES

18. THIS COURT ORDERS that during the Stay Period, all Persons having oral or written
agreements with any of the Applicants or statutory or regulatory mandates for the supply of
goods and/or services, including without limitation all computer software, communication and
other data services, centralized banking services, including without limitation National Bank and
Paymentech, TIO Networks Corp., payroll services, insurance, transportation services, utility or
other services to the Business or any of the Applicants, are hereby restrained until further Qrder
of this Court from discontinuing, altering, interfering with or terminating the supply of such goods
or services as may be required by any of the Applicants, and that the Applicants shall be entitled
to the continued use of their current premises, telephone numbers, facsimile numbers, internet
addresses and domain names, provided in each case that the normal prices or charges for all
such goods or services received after the date of this Order are paid by the applicable Applicant
in accordance with normal payment practices of that Applicant or such other practices as may
be agreed upon by the supplier or service provider and each of the Applicants and the Monitor,

or as may be ordered by this Court.
NON-DEROGATION OF RIGHTS

19.  THIS COURT ORDERS that, notwithstanding anything else in this Order, no Person
shall be prohibited from requiring immediate payment for goods, services, use of lease or
licensed property or other valuable consideration provided on or after the date of this Order, nor
shall any Person be under any obligation on or after the date of this Order to advance or re-
advance any monies or otherwise extend any credit to any of the Applicants. Nothing in this
Order shall derogate from the rights conferred and obligations imposed by the CCAA.

PROCEEDINGS AGAINST DIRECTORS AND OFFICERS

20. THIS COURT ORDERS that during the Stay Period, and except as permitied by
subsection 11.03(2) of the CCAA, no Proceeding may be commenced or continued against any
of the former, current or future directors or officers of any of the Applicants with respect to any
claim against the directors or officers that arose before the date hereof and that relates to any
obligations of any ‘of the Applicants whereby the directors or officers are alleged under any law
to be liable in their capacity as directors or officers for the payment or performance of such
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obligations, until a compromise or arrangement in respect of the Applicants, if one is filed, is
sanctioned by this Court or is refused by the creditors of the Applicants or this Court.

DIRECTORS’ AND OFFICERS’ INDEMNIFICATION AND CHARGE

21. THIS COURT ORDERS that each Applicant shall indemnify its directors and officers
against obligations and liabilities that they may incur as directors or officers of that Applicant
after the commencement of the within proceedings, except to the extent that, with respect to any
officer or director, the obligation or liability was incurred as a result of the director's or officer's

gross negligence or wilful misconduct.

22. THIS COURT ORDERS that the directors and officers of the Applicants shall be entitled
to the benefit of and are hereby granted a charge (the "Directors’ Charge”) on the Property,
which charge shall not exceed an aggregate amount of $550,000, as security for the indemnity
provided in paragraph 21 of this Order. The Directors’ Charge shall have the 'priority sef out in
paragraphs 53 and 55 herein.

23. THIS COURT ORDERS that, notwithstanding any language in any applicable insurance
policy to the contrary, (a) no insurer shall be entitled to be subrogated to or claim the benefit of
the Directors' Charge, and (b) an Applicant's directors and officers shall only be entitled to the
benefit of the Directors' Charge to the extent that they do not have coverage under any
directors' and officers' insurance policy, or to the extent that such coverage is insufficient to pay

amounts indemnified in accordance with paragraph 21 of this Order.
APPOINTMENT OF MONITOR

24, THIS COURT ORDERS that Ernst & Young Inc. is hereby appointed pursuant to the
CCAA as the Monitor, an officer of this Court, to monitor the business and financial affairs of the
Applicants with the powers and obligations set out in the CCAA or set forth herein and that the
Applicants and their shareholders, officers, directors, and Assistants shall advise the Monitor of
all material steps taken by the Applicants pursuant to this Order, and shall co-operate fully with
the Monitor in the exercise of its powers and discharge of its obligations and provide the Monitor
with the assistance that is necessary to enable the Monitor to adequately carry out the Monitor's

functions.

25, THIS COURT ORDERS that the Monitor, in addition to its prescribed rights and
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obligations under the CCAA, is. hereby directed and empowered to.

(a)
(b)

()

(e)

®

(@

()

()

monitor the Applicants’ receipts and disbursements;

report to this Court at such times and intervals as the Monitor may deem appropriate
with respect to matters relating to the Property, the Business, and such other matters

as may be relevant to the proceedings herein;

assist the Applicants, to the extent required by the Applicants, in its dissemination, to
the DIP Lenders and its counsel at the times required under the DIP Loan
Agreement (as such term is defined in the Aziz Affidavit) of financial and other
information as agreed to between the Applicants and the DIP Lenders which may be
used in these proceedings including reporting on a basis to be agreed with the DIP

Lenders;

advise the Applicants in its preparation of the Applicants' cash flow statements and
reporting requiréd by the DIP Lenders, which information shall be reviewed with the
Monitor and delivered to the DIP Lenders and their counsel on a periodic basis at the
times required in the DIP Loan Agreement, or as otherwise agreed to by the DIP

Lenders;

advise the Applicants in their development of the Plan and any amendments to the

Plan;

assist the Applicants, to the extent required by the Applicants, with the holding and
administering of creditors’ or shareholders’ meetings for voting on the Plan;

have full and complete access to the Property, including the premises, books,
records, data, including data in electronic form, and other financial documents of the
Applicants, to the extent that is necessary to adequately assess the Applicants’

business and financial affairs or to perform its duties arising under this Order;

assist the Applicants, to the extent required by the Applicants, with their restructuring
activities and/or any sale of the Property and the Business or any part thereof,

be at liberty to engage independent legal counsel or such other persons as the
Monitor deems necessary or advisable respecting the exercise of its powers and
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performance of its obligations under this Order; and

® perform such other duties as are reguired by this Order or by this Court from time to

time.

26. THIS COURT ORDERS that the Monitor shall not take possession of the Property and
“shall take no part whatsoever in the management or supervision of the management of the
Business and shall not, by fulfilling its obligations hereunder, be deemed to have taken or

maintained possession ar control of the Business or Property, or any part thereof.

27. THIS COURT ORDERS that nothing herein contained shall require the Monitor to
occupy or to take control, care, charge, possession or management (separately and/or
collectively, "Possession™) of any of the Property that might be environmentally contaminated,
might be a pollutant or a contaminant, or might cause or contribute to a spill, discharge, release
or deposit of a substance contrary to any federal, provincial or other law respecting the
protection, conservation, enhancement, remediation or rehabilitation of the envircnment or
relating to the disposal of waste or other contamination including, without limitation, the
Canadian Environmental Protection Act, the Ontario Environmental Protection Act, the Ontario
Water Resources Act, or the Ontario Occupational Health and Safefy Act and regulations
thereunder (the "Environmental Legislation"}, provided however that nothing herein shall exempt
the Monitor from any duty to report or make disclosure imposed by appiicable Environmental
Legislation. The Monitor shall not, as a result of this Order or anything done in pursuance of the
Monitor's duties and powers under this Order, be deemed to be in Possession of any of the
Property within the meaning of any Environmental Legisiation, unless it is actually in

possession.

28. THIS COURT ORDERS that the Monitor shall provide any creditor of an Applicant and
the DIP Lenders with information provided by that Applicant in response to reasonable requests
for information made in writing by such creditor addressed to the Monitor. The Monitor shalf not
have any responsibility or liability with respect to the information disseminated by it pursuant to
this paragraph. In the case of information that the Monitor has been advised by any of the
Applicants is confidential, the Moniter shali not provide such information to crediters unless
otherwise directed by this Court or on such terms as the Monitor and the Applicants may agree.

29, THIS COURT ORDERS that, in addition to the rights and protections afforded the
Monitor under the CCAA or as an officer of this Court, the Monitor shall incur no liability or
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obligation as a result of its appointment or the carrying out of the provisions of this Order, save
and except for any gross negligence or wilful misconduct on its part. Nothing in this Order shall
derogate from the protections afforded the Menitor by the CCAA or any applicable legislation.

30, THIS COURT ORDERS that, subject to the terms and conditions of and availability
under the DIP Loan Agreement, including the applicable terms therein that refer to the Cash
Flow Forecast, and the prior approval of the Chief Restructuring Officer (i) the Monitor, counsel
to the Monitor, counsel to the Applicants, counsel to the DIP Lenders and the Ad Hoc
Committee of Noteholders, and the Trustee shall be paid their reasonable fees and
disbursements, in each case at their standard rates and charges, by the Applicants as part of
the costs of these proceedings; and (i) the Financial Advisors and the Chief Restructuring
Officer (each as defined in the Aziz Affidavit) shall be paid their reasonable fees and
disbursements, in each case in accordance with the terms of the Engagement Letfters (as
defined in the Aziz Affidavit). The Applicants are hereby authorized and directed to pay the
accounts of the Monitor, counsel! for the Monitor, counsel for the Applicants and counsel for the
DIP Lenders and the Ad Hoc Committee of Noteholders on a weekly basis, or on such basis as
otherwise agreed by the Applicants and the applicable payee. The Applicanis are hereby
authorized and directed to pay amounts owing to the Chief Restructuring Officer in accordance

with the terms of its Engagement Letter monthly in advance.

31, THIS COURT ORDERS that if requested by the Applicarits, the DIP Lenders, or this
Court, the Monitor and its legal counsel shall pass their accounts from time to time, and for this
purpose the accounts of the Monitor and its legal counsel are hereby referred to a judge of the

Commercial List of the Ontario Superior Court of Justice,

32.  THIS COURT ORDERS that the Monitor, counsel to the Monitor, if any, the Applicants’
counsel, counsel for the DIP Lenders and the Ad Hoc Committee of Noteholders, the Financial
Advisors, the Chief Restructuring Officer and counsel to any board of directors of the Applicants
shall be entitled to the benefit of and are hereby granted a charge (the "Administration Charge")
on the Property, which charge shall not exceed an aggregate amount of $10,000,000, as
security for their professional fees and disbursements incurred (i) at the standard rates and
charges of the Monitor and such counsel both before and after the making of this Order in
respect of these proceedings; or (i} as prescribed in the Engagement Letters in the case of the
Financial Advisors and the Chief Restructuring Officer, The Administration Charge shall have
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the priority set out in paragraphs 53 and 55 hereof.
APPROVAL OF FINANCIAL ADVISORS’ ENGAGEMENT

33, THIS COURT ORDERS that the Applicants are authorized to continue the engagement
of the Financial Advisors on the terms and conditions set out in the FA Engagement Letters (as
such term is defined in the Aziz Affidavit).

34, THIS COURT ORDERS that the FA Engagement Letters be and are hereby ratified and
confirmed and the Applicants are authorized to perform their obligations thereunder.

35, THIS COURT ORDERS that any obligations of the Applicants under the FA Engagement
Letters, whether for payment of fees, expenses, indemnities or otherwise, shall be entitled to the
benefit of the Administration Charge.

36. THIS COURT ORDERS that any claims of the Financial Advisors under the FA
Engagement Letiers shall be treated as unaffected in any Plan.

APPOINTMENT OF CHIEF RESTRUCTURING OFFICER

a7. THIS COURT ORDERS that the Applicants are authorized to continue the engagement
of BlueTree Advisors Il Inc. as Chief Restructuring Officer (in such capacity, the “Chief
Restructuring Officer”} on the terms and conditions set out in the CRO Engagement Letter (as
such term is defined in the Aziz Affidavit).

38. THIS COURT ORDERS that the CRO Engagement Letter be and is hereby ratified and
confirmed and the Applicants are authorized to perform their obligations thereunder.

39, THIS COURT ORDERS that any obligations of the Applicants under the CRO
Engagement Letter, whether for payment of fees, expenses, indemnities or otherwise, shall be

entitled to the benefit of the Administration Charge.

40, THIS COURT ORDERS that any claims of the Chief Restructuring Officer under the
CRO Engagement Letter shall be treated as unaffected in any Plan.

DIP FINANCING

41, THIS COURT ORDERS that the Applicants are hereby authorized and empowered to
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obtain and borrow under a credit facility (the “DIP Faciiity”) from the DIP Lenders in order to
finance the Applicants’ working capital requirements and other general corporate purposes and
capital expenditures, provided that borrowings under the DIP Facility shall not exceed the

amounts prescribed in the DIP Loan Agreement.

42, THIS COURT ORDERS that the DIP Facility shall be on the terms and subject to the
conditions set forth in the DIP Loan Agreement.

43. THIS COURT ORDERS that the DIP Facility and the DIP Loan Agreement be and are
hereby approved.

44, THIS COURT ORDERS that the Applicants are hereby authorized and empowered to
execute and deliver such credit agreements, mortgages, charges, hypothecs and security
documents, guarantees and other definitive documents (collectively, the "Definitive
Documents”), as are contemplated by the DIP Loan Agreement or as may be reasonably
required by the DIP Lenders pursuant to the terms thereof, and the Applicants are hereby
authorized and directed to pay and perform all of its indebtedness, interest, fees, liabilities and
obligations to the DIP Lenders under and pursuant to the DIP Loan Agreement and the other
Definitive Documents as and when the same become due and are to be performed,

notwithstanding any other provision of this Order.

45, THIS COURT ORDERS that the DIP Lenders shall be entitled to the benefit of and are
hereby granted a charge (the "DIP Lenders’ Charge") on the Property as security for any and
all obligations of the Applicants under the DIP Loan Agreement and the Definitive Documents
(including on account of principle, interest, fees, expenses and other liabilities) (the aggregate of
all such obligations being the “DIP Indebtedness”), which DIP Lenders’ Charge shall be in the
aggregate amount of the DIP Indebtedness outstanding at any given time. The DIP Lenders’
Charge shall not secure an obligation that exists before this Order is made. The DIP Lenders’
Charge shall have the priority set out in paragraphs 53 and 55 hereof,

48. THIS COURT ORDERS that, notwithstanding any other provision of this Order:

(a) the DIP Lenders may take such steps from time to time as they may deem necessary
or appropriate to file, register, record or perfect the DIP Lenders’ Charge or any of

the Definitive Documents;
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(b} upon the occurrence of an event of default under the DIP Loan Agreement, the
Definitive Documents or the DIP Lenders’ Charge {A) the DIP Lenders may cease
making advances to the Applicants, (B) the DIP Lenders may (i) set off and/or
consolidate any amounts owing by the DIP Lenders to the Applicants against the
obligations of the Applicants to the DIP Lenders under the DIP Loan Agreement, the
Definitive Documents, or the DIP Lenders’ Charge and make demand, accelerate
payrent and give other notices, and (i} following an Order of the Court, grantedon &
days’ notice to the Applicants and the Monitor, exercise any and ail of their
respective rights and remedies against the Applicants or the Property under or
pursuant to the DIP Loan Agreement, the Definitive Documents, the DIP Lenders’
Charge, or the Personal Property Security Act of Ontario or any other applicable
jurisdiction, including without limitation, to apply to this Court for the appointment of a
receiver, receiver and manager or interim receiver, or for a bankruptcy order against
the Applicants and for the appointment of a trustee in bankruptcy of the Applicants;

© the foregoing rights and remedies of the DIP Lenders shall be enforceable against
' any trustee in bankrupicy, interim receiver, receiver or receiver and manager of the

Applicants or the Property; and

{(d) notwithstanding any other provision hereof, the DIP Lenders shall not take any steps
to enforce their security granted in connection with DIP Loan Agreement or the
Definitive Documents without prior approval of the Court.

47.  THIS COURT ORDERS AND DECLARES that the DIP Lenders shall be treated as
unaffected in any plan of arrangement or compromise filed by any of the Applicants under the
CCAA, or any proposal (the “Proposal’) filed by any of the Applicants under the Bankruptcy and
Insolvency Act of Canada (the "BIA"), with respect to any advances made under the Definitive

Documents. —
— - A

48. THIS COURT ORDERS that the obligations under yﬁe—Bfk-ige—Neteeythe DIP Loan
Agreement and the Definitive Documents shall be treated as unaffected by any Plan or any
Proposal and the Applicants shall not file a Plan in these proceedings or any Proposal that does
n?ﬁ‘ provide for the indgteasib!e payment in full in cash of the obligations outstanding in respect
of yﬂe-Bri-a\ge-Not-eg,the DIP Loan Agreement and the Definitive Documents as a pre-candition
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to the implementation of any such Plan.

49. THIS COURT ORDERS that, subject to the terms of this Order, including without
limitation paragraph 11, the Applicants are hereby authorized and empowered to take all steps
and actions in respect of, and comply with all of their obligations pursuant to, the Bridge Notes
and such other agreements, security documents, guarantees and other definitive documents as

executed in connection with the Bridge Notes.
KEY EMPLOYEE RETENTION PLAN

50. THIS COURT ORDERS that the payments to be made pursuant to the Key Employee
Retention Plan (as such terms are defined in the Aziz Affidavit) as described in the
supplemental employment agreements of the Key Employees (as such term is defined in the
Aziz Affidavit), which are attached as confidential exhibits to the Aziz Affidavit, are hereby
approved and the Applicants are authorized and directed to make payments in accordance with
the terms of such supplemental employment agreements.

51. THIS COURT ORDERS that the Key Employees shall be entitled to the benefit of and
are hereby granted a charge (the “KERP Charge”) on the Property, which charge shail not
exceed an aggregate amount of $600,000, to secure the amounts payable to the Key
Employees pursuant to paragraph 50 of this Order.

52. THIS COURT ORDERS that the KERP Charge shall have the priority set forth in
paragraphs 53 and 55.

VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

53. THIS COURT ORDERS that the priorities of the Directors’ Charge, the Administration
Charge, the DIP Lenders’ Charge, and the KERP Charge as among them and reiative to the
liens securing the obligations under the First Lien Notes and the Bridge Notes, shall be as

follows:

(a) First, liens securing obligations under the First Lien Notes and the First Lien Notes
Indenture (as defined in the Aziz Affidavit) (collectively, the “First Lien Notes Liens®);

{b) Second, the Administration Charge and the KERP Charge on a pari passu basis;
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(©) Third, the Directors’ Charge;

(d) Fourth, the DIP Lenders’ Charge and the liens securing the obligations under the

Bridge Notes, on a pari passu basis.

54,  THIS COURT ORDERS that the filing, registration or perfection of the Directors’ Charge,
the Administration Charge, the KERP Charge or the DIP Lenders’ Charge (collectively, the
"Charges") shall not be required, and that the Charges shall be valid and enforceable for all
purposes, including as against any right, title or interest filed, registered, recorded or perfected
subsequent to the Charges coming intc existence, notwithstanding any such failure to file,

register, record or perfect.

55, THIS COURT ORDERS that each of the Directors’ Charge, the Administration Charge,
the KERP Charge and the DIP Lenders’ Charge (all as constituted and defined herein) shall
constitute a charge on the Property and such Charges shall rank in priority to all other security
interests, trusts, liens, charges and encumbrances, claims of secured creditors, statutory or
otherwise (collectively, "Encumbrances") in favour of any Person with the exception of the First

Lien Notes Liens and the Encumbrances ranking in priority to the First Lien Notes Liens.

58. THIS COURT ORDERS that except as otherwise expressly provided for herein, or as
may be approved by this Court, the Applicants shall not grant any Encumbrances over any
Property that rank in priority to, or pari passu with, any of the Directors’ Charge, the
Administration Charge or the DIP Lenders’ Charge, unless the Applicants also obtain the prior
written consent of the Monitor, the DIP Lenders and the beneficiaries of the Directors’ Charge
and the Administration Charge, or further Order of this Court.

57. THIS COURT ORDERS that the Directors’ Charge, the Administration Charge, the
KERP Charge, the Definitive Documents and the DIP Lenders’ Charge shall not be rendered
invalid or unenforceable and the rights and remedies of the chargees entitled to the benefit of
the Charges (collectively, the "Chargees”) and/or the DIP Lenders thereunder shall not
otherwise be limited or impaired in any way by (a) the pendency of these proceedings and the
declarations of insolvency made herein; (b) any application(s) for bankruptcy order(s) issued
pursuant to BIA, or any bankruptcy order made pursuant to such applications; (c) the filing of
any assignments for the general benefit of creditors made pursuant to the BIA; (d) the
provisions of any federal or provincial statutes; or (e) any negative covenants, prohibitions or

other similar provisions with respect to borrowings, incurring debt or the creation of
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Encumbrances, contained in any existing loan documents, lease, sublease, offer to lease or
other agreement (collectively, an "Agreement”) which binds the Applicants, and notwithstanding

any provision to the contrary in any Agreement:

(a) neither the creation of the Charges nor the execution, delivery, perfection,
registration or performance of the DIP Loan Agreement or the Definitive Documents
shall create or be deemed to constitute a breach by an Applicant of any Agreement

to which it is a party,;

(o) none of the Chargees shall have any liability to any Person whatsoever as a result of
any breach of any Agreement caused by or resulting from an Applicant entering into
the DIP Loan Agreement, the creation of the Charges, or the execution, delivery or

performance of the other Definitive Documents; and

(©) the payments made by the Applicants pursuant to this Order, the DIP Loan
Agreement or the Definitive Documents, and the granting of the Charges, do not and
will not constitute preferences, fraudulent conveyances, transfers at undervalue,
oppressive conduct, or other challengeable or voidable transactions under any

applicable law.

58. THIS COURT ORDERS that any Charge created by this Order over leases of real
property in Canada shall only be a Charge in an Applicant's interest in such real property

leases.

59. THIS COURT ORDERS that the deposit accounts held by Paymentech and containing
cash collateral pledged to Paymentech in an amount not to exceed $1,200,000 shall be
excluded from the DIP Lenders’ Charge, the Administration Charge, the KERP Charge and the
Directors’ Charge and shall be held as security for any Chargebacks (as such term is defined in
the Select Merchant Application and Agreement dated as of April 16, 2010 between Wireless
and Paymentech) arising after the date of this Order.

SERVICE AND NOTICE

60. THIS COURT ORDERS that the Monitor shall (i) without delay, publish in the Globe &
Mail (National Edition) a notice containing the information prescribed under the CCAA, (if) within
five days after the date of this Order, (A) make this Order publicly available in the manner
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prescribed under the CCAA, (B) send, in the prescribed manner, a notice to every known
creditor who has a claim against an Applicant of more than $1000, and (C) prepare a list
showing the names and addresses of those creditors and the estimated amounts of those
claims, and make it publicly available in the prescribed manner, alf in accordance with Section
23(1)(a) of the CCAA and the regulations made thereunder. The list included in subparagraph
(C) above shall not include the names, addresses or estimated amounts of the claims of those
creditors who are individuals or any personal information in respect of an individual.

61, THIS COURT ORDERS that the Applicants and the Monitor be at liberty to serve this
Order, any other materials and orders inh these proceedings, any notices or other
correspondence, by forwarding true copies thereof by prepaid ordinary mail, courier, personal
delivery or electronic transmission to the Applicants’ creditors or other interested parties at their
respective addresses as last shown on the records of the Applicants and that any such service
or notice by courier, personal delivery or electronic transmission shall be deemed to be received
on the next business day following the date of forwarding thereof, or if sent by ordinary mail, on

the third business day after mailing.

62. THIS COURT ORDERS that the Applicénts, the Monitor, the DIP Lenders, the Ad Hoc
Committee of Noteholders and any party who has filed a Notice of Appearance may serve any
court materials in these proceedings by e-mailing a PDF or other electronic copy of such
materials to counsels' email addresses as recorded on the Service List from time to time, and
the Monitor may post a copy of any or all such materials on its website at

www.ey.com/ca/mobilicity.
SEALING OF CONFIDENTIAL EXHIBITS

63. THIS COURT ORDERS that Confidential Exhibits "K”, “L" and “W" through "DD" be and
are hereby sealed pending further Order of the Court and shall not form part of the public

record.
GENERAL

84, THIS COURT ORDERS that the Applicants or the Monitor may from time to time apply
to this Court for advice and directions in the discharge of its powers and duties hereunder.

65. THIS COURT ORDERS that nothing in this Order shall prevent the Monitor from acting
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as an interim receiver, a receiver, a receiver and manager, or a trustee in bankruptcy of an

Applicant, the Business or the Property.

68. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada or in the United States, to give
effect to this Order and to assist the Applicants, the Monitor and their respective agents in
carrying out the terms of this Order. All courts, tribunals, regulatory and administrative bodies
are hereby respectfully requested to make such crders and to provide such assistance to the
Applicants and to the Monitor, as an officer of this Court, as may be necessary or desirable to
give effect to this Order, to grant representative status to the Monitor in any foreign proceeding,
or to assist the Applicants and the Monitor and their respective agents in carrying out the terms
of this Order.

67. THIS COURT ORDERS that each of the Applicants and the Monitor be at liberty and is
hereby authorized and empowered to apply to any court, tribunai, regulatory or administrative
body, wherever located, for the recognition of this Order and for assistarice in carrying out the
terms of this Order, and that the Monitor is authorized and empowered to act as a
representative in respect of the within proceedings for the purpose of having these proceedings

recognized in a jurisdiction outside Canada.

B8. THIS COURT ORDERS that any interested party (including the Applicants and the
Monitor) may apply to this Court to vary or amend this Order on not less than seven (7) days
notice to any other party or parties likely to be affected by the order sought or upon such other
notice, if any, as this Court may order; provided, however, that the DIP Lenders shall be entitled
to rely on this Ordér as issued for all advances made under the DIP Loan Agreement and
Definitive Documents up to and including the date this Order may be varied or amended.

69. THIS COURT ORDERS that, notwithstanding the immediately preceding paragraph, no
order shall be made varying, rescinding or otherwise affecting the provisions of this Order with
respect to the DIP Loan Agreement and the Definitive Documents, including, without limitation,
Paragraphs 42 to 49, and 53 to 58, inclusive, unless notice of a motion is served on the Monitor,

the Applicants and the DIP Lenders, returnable no fater than October & 2013, - .}\J"/;
— (7

DOCSTOR; 282474511 20




ey

70. THIS COURT ORDERS that this Order and all of its provisions are effective as of
12:01 a.m. Eastern Standard/Daylight Time on the date of this Order.

OS5l

EinTERED AT 7 NSCRIT A TOCRONTO
ON / BOOK NO:
LE / DANS LE REGISTRE NO.

SEP 37 2013
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Technical, Policy and Licensing Framework for Advanced Wireless

Services in the Bands 1755-1780 MHz and 2155-2180 MHz (AWS-3) SLPB-007-14
1. Intent
I. Through the release of this document, Industry Canada hereby announces the decisions resulting

from the consultation process undertaken in Canada Gazerte notice SLPB-004-14, Consultation on the
Technical. Policy and Licensing Framework for Advanced Wireless Services in the Bands
1755-1780 MHz and 2135-2180 MHz (4WS-3), hereinafter referred to as the Consultation.

2. All comments and reply comments received on this consultation are available on

Industry Canada’s website at http://www.ic.ge.ca/spectrum, Comments and/or reply comments were
received from ABC Communications, Bell Mobility Inc. (Bell), Bragg Communications Inc. (Eastlink),
Cogeco Cable Inc., First Mile Connectivity Consortium (FMCC), Globalive Wireless Management
Corp. (WIND), Independent Telecommunications Providers Association (ITPA), K-Net Services
(K-Net), McNally, McNally/Taylor/Middleton (McNally et.al.), MTS Allstream (MTS), Niagara
Networks Incorporated (Niagara Networks), Public Interest Advocacy Centre (PTAC), Québecor Media
Inc. (Québecor), Rogers Communications Partnership {Rogers), SaskTel, SSi Group of Companies
(SSi), Thaytel, TELUS Communications Company (TELUS), and Xplornet.

3. The following document (hereinafter referred to as the Framework) sets out the technical, policy
and licensing framework for the advanced wireless service (AWS) bands 175 5-1780 MHz and
2155-2180 MEz (hereinafter referred to as AWS-3). The decision includes: a new band plan;
pro-competitive measures for the band; the auction process and rules for the AWS-3 auction; conditions
of licence for the licences assigned through this process; and the interim technical requirements for the
band.

2. Background

4, The Minister of Industry, through the Department of Industry Act, the Radiocommunication Act
and the Radiocommunication Regulations, with due regard to the objectives of the Telecommunications
Act, is responsible for spectrum management in Canada. As such, the Minister is responsible for
developing goals and national policies for the use of spectrum resources and for ensuring effective
management of the radio frequency spectrum resource.

3. As discussed in the Consultation, Canadians have experienced many benefits since steps were
taken in 2008 to increase wireless competition, New entrants have made substantial investments to
deploy wireless networks in many markets across Canada and to provide wireless services to Canadians.
More spectrum would allow these providers to increase network capacity in order to meet the traffic
demands of a growing subscribership, and support the provision of next-generation wireless services,
such as long-term evolution (L'TE). Meanwhile, larger national and regional service providers would
also benefit from an opportunity to access additional spectrum, allowing them to increase capacity to
better serve their substantial subscriber bases.

6. In developing a policy and licensing framework to make additional spectrum available, the
Department has been guided by the policy objectives of the Telecomnnnications Aet and the Spectrum
Policy Framework for Canada (SPFC), which maximize the economic and social benefits that

1
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Canadians derive from the use of the radio frequency spectrum resource, and by Industry Canada’s
policy objectives outlined in SMSE-002-12, Policy and Technical Framework: Mobile Broadband
Services (MBS) — 700 MHz Band, Broadband Radio Service (BRS) — 2300 MHz Band, as follows:

« sustained competition in the wireless telecommunications services market so that consumers and
businesses benefit from competitive pricing and choice in service offerings;

« robust investment and innovation by wireless telecommunications carriers so that Canadians benefit
from world-class networks and the latest technologies; and

» availability of these benefits to Canadians across the country, including those in rural areas, in a timely
fashion.

7. To support Industry Canada’s telecommunications policy objectives for sustained competition,
investment, and availability, the key decisions are:

« this spectrum is to be made available via an auction process using Tier 2 service areas with a 30 MHz
block set aside for operating new entrants in order to facilitate sustained competition and two 10 MHz
blocks open to all bidders, to make more commercial mobile spectrum available;

« licences will have a 20-year licence term with deployment requirements at year eight, to provide for
more timely deployment and provision of services to Canadians and to deter speculation; and

» a sealed-bid, second-price auction process is to be held in March 2015 to make the spectrum available
in a timely manner.

8. Industry Canada was also guided by the general approaches and processes cutlined in the Framework
for Spectrum Auctions in Canada (ESAC).

9. Industry Canada makes no representation or warranties about the use of this spectrum for
particular services. Applicants should be aware that this auction represents an opportunity to
become a licensce, subject to certain conditions and regulations, An Industry Canada auction does
not constitute an endorsement by the Department of any particular service, technology or
product, nor does a spectrum licence constitute a guarantce of business success. Applicants should
perform their individual due diligence before proceeding as they would with any new business
venture,
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3. Band Plan and Block Sizes

10.  The AWS bands (AWS-1" and AWS-3) are expected to be key bands for the deployment of LTE
technology for North American wireless networks. It is also expected that the 3" Generation Partnership
Project (3GPP) standard for the AWS-3 spectrum will support 5 +5 MHz, 10 + 10 MHz and

15 + 15 MHz block sizes, since LTE currently supports these block sizes and allows for the combining
of adjacent blocks within the same band up to 20 + 20 MHz.

11. industry Canada proposed to use the same band plan (uplink at 1755-1780 MHz and downlink at
2155-2180 MHz) as currently used in the United States (Figure 1). However, the Department proposed
that the three 5 MHz blocks, (G, H and 1) be combined into one 15 + 15 MHz block, in addition to the
10 + 10 MHz block J. The Department proposed large blocks because they would allow licensees to
benefit from increased throughput, capacity and network efficiencies. In addition, large blocks will
allow service providers to aggregate more efficiently the AWS-3 blocks with their other spectrum
holdings across the AWS-1 and other bands. Furthermore, combining the G, H and I blocks into one
GHT block would still align sufficiently with the U.S. band plan to simplify coordination and minimize
the risk of an incompatible equipment ecosysten.

Figure 1: U,S, Band Plan
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Summary of Comments

12. Many of the proposals for the band plan were related to Industry Canada’s proposal to set-aside 30 MHz
of spectrum and make 20 Mz available to all bidders; see Section 6 for the dectsions regarding these issues.

13. Bastlink, K-Net, Niagara Networks, Québecor, Rogers, SaskTel, SSi, Tbaytel and WIND all
supported the band plan and block structure as proposed with no modifications,

14, PIAC supported the band plan but proposed disaggregating the blocks into three 5+ 5 MHz
blocks or one 10 + 10 MHz and one 5 + 5 MHz block to allow for more than onc operating new entrant

! AWS-1 refers to the bands 1710-1755 MHz and 2110-2155 MHz.

3




Technical, Policy and Licensing Framework for Advanced Wireless
Services in the Bands 1755-1780 MHz and 2155-2180 MHz (AWS-3) SLPB-007-14

to access the set-aside spectrum. They argued that combining smaller blocks across different bands
using carrier aggregation technology could achieve the same result with respect to throughput and
number of users served as would be achieved by licensing one large 15+ 15 MHz block to the new
entrants.

15.  Bell and TELUS both suggested changes to the proposed band plan. Bell proposed to split the
open block into two 5 + 5 MHz blocks to allow for more potential auction winners, and swap the open
and set-aside blocks such that the two open blocks would be adjacent to the AWS-1 band in order to
allow for contiguity of open and AWS-1 spectrum. TELUS proposed to reduce the set-aside spectrum to
20 MHz and highlighted that in the coming years, the AWS-1 and AWS-3 spectrum will be one
homogeneous band; therefore, TELUS supported a band plan consisting of five equal blocks of

5+ 5 MHz. TELUS stated that technology will support block sizes of 5 +5 MHz or 10 + 10 MHz.
TELUS also proposed to swap the open and set-aside blocks. Bell supported TELUS’s proposal for

five equal blocks of 5 -+ 5 MHz.

16.  In the reply comments, Eastlink, Rogers and Québecor urged the Department to reject Bell’s and
TELUS’s proposal to swap open and set-aside blocks because blocks G, H and I are already included in
3GPP band class 10; therefore, an equipment ecosystem may develop first for these blocks. Québecor
underscored that swapping the set-aside and open blocks would result in Canadian and U.S. block
structures being out of sync, which would complicate cross-border coordination and increase the risk of
incompatible equipment ecosystems.

17. Rogers also urged the Department to reject the proposals put forward by Bell and TELUS for
splitting the open-bidding block into two blocks on the grounds that large blocks enable faster
broadband speeds and more efficient use of spectrum.

18. Both Québecor and WIND recommended that the Department not accept the proposals of Bell,
TELUS and PIAC with respect to disaggregating the set-aside block. WIND stated that PIAC’s proposal
would hinder the effectiveness of the set-aside spectrum, which is dependent on the availability of one
large contiguous block of spectrum.

19.  Although initially supporting the band plan proposed in the consultation, Xplornet indicated in
its reply comments that it is more sensible to auction five blocks of 5 + 5 MHz, rather than a single
block of 15 + 15 MHz and one block of 10 + 10 MHz. Xplornet argued further that new entrants do not
have the customer base to justify an additional 30 MHz of AWS spectrum; therefore, auctioning five

5 + 5 MHz blocks could make this spectrum available to a larger number of carriers.

20,  TELUS also proposed to align with the U.S. AWS-3 auction and include the 1695-1710 MHz
band in the auction.

Discussion
21, All respondents supported the pairing proposed by the Department on the grounds that
harmonizing Canadian and U.S. band plans maximizes economies of scale and equipment availability,

simplifies cross-border coordination and facilitates roaming,

4
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22.  The majority of respondents also supported the proposed block structure, with Bell, TELUS,
PIAC and Xplornet proposing modifications. The proposed changes can be grouped into three
categories: placement of the blocks; number of blocks available for open bidding; and disaggregating the
set-aside block.

23, Placement of the blocks: Bell and TELUS’s proposal to switch the set-aside and open blocks to
ensure the contiguity of the open-bidding block with the AWS-1 band was not supported by other
stakeholders. The Department notes that carrier aggregation (CA) technology will, in the near future,
allow for blocks to be combined across different bands to form a larger virtual channel. This
technological development will reduce the requirement for contiguous blocks of spectrum.

24, Some parties opposed the switch on the basis that J block is not yet included in the 3GPP
standard for the AWS-3 band.? However, U.S. service providers and numerous manufacturers have
begun work in 3GPP on the AWS-3 extension band for LTE. Therefore, the lack of band class for the
fusll band will likely be short-lived. Once work is completed on the band class within 3GPP, the
Department expects that L'TE devices that are operable across both AWS-1 and AWS-3 bands will
become available.

25.  Inlight of the variety of views put forward by stakeholders and the above considerations, the
Department sees no clear justification for switching the set-aside and open bidding blocks.

26.  Number of blocks available for open bidding: Bell, TELUS and Xplornet proposed dividing the
open bidding spectrum from one 10 + 10 MHz block (as initially proposed by Industry Canada) into two
blocks of 5 +5 MHz to enable a second bidder to access the spectrum. None of the commenters raised
any technical or cost concerns regarding dividing the open bidding block. However, it is important to
note that one contiguous 10 + 10 MHz block affords greater efficiency than two separate 5 + 5 MHz
blocks; hence, bidders may value a contiguous 10 + 10 MHz block at more than twice the value of a
single 5 + 5 MHz block. Package bidding would provide the ability to express this value (see

Section 7.1). '

27.  Since no technical concerns were raised, the Department will divide the proposed J block into
two 10 MHz blocks (blocks J1 and J2) as shown in Figure 2 and allow package bidding for these two
blocks to provide an opportunity for bidders to express their value for the both open bidding blocks.

28.  Disaggregating the set-aside block: Some respondents advocated that the proposed

15 + 15 MHz block, GHI, be divided into multiple blocks. New entrants need access to more spectrum
to grow their customer bases and offer innovative services. Larger block sizes, as supported by LTE,
will allow new entrants to deploy such services more efficiently and improve their customer service.
Disaggregating the set-aside block into three 5 + 5 MHz blocks, or into a combination of one 5 + 5 MHz
block and one 10 -+ 10 MHz block, or reducing the amount of spectrum available to new entrants, would
undermine such efforts and would not support sustained competition.

The current band classes - 4 and 16 - only extend to 1755/2155 MHz and 1770/2170 MHz, respectively.

5
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29, In light of the above, the Department will maintain the proposed block GHI as one block of
30 MHz.

Decision

D1 - The band plan shown in Figure 2 below will be adopted for the AWS-3 auction, with the
J block subdivided into two separate blocks, namely J1 and J2.

Figure 2: Canadian Band Plan for the bands 1755-1780 MHz and 2155-2180 MHz
AWS-1 AWS-3 AWS-1 AWS-3
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The following paired frequency blocks will be available for the AWS-3 auction:

Table 1 — AWS-3 Freqguency Blocks

Block Frequency MHz
GHI 1755-1770 MHz/2155-2170 MHz 154+ 15 MHz
J1 1770-1775 MHz/2170-2175 MHz 54+ 5 MHz
J2 1775-1780 MHz/2175-2180 MHz 5+ 5 MHz
4, International Coordination

30. Both Canadian and U.S. licensees in the AWS-3 band are subject to conditions of licence crafted
to ensure that cross border spectrum sharing arrangements and treaties are implemented. In particular,
under the terms of Treaty Series 1962 No, 15 — Coordination and Use of Radio Frequencies —
Exchange of Notes between Canada and the United States of America, each country has a legal
obligation to protect the other country’s previously coordinated stations from potential interference from
— and accept any interference that these stations may cause to —new users of this spectrum.

31, Specific coordination rules and procedures for the sharing of the bands 1755-1780 MHz and
2155-2180 MHz between Canadian and U.S. licensees are under negotiation between Industry Canada,
the Federal Communications Commission (FCC) and the National Telecommunications & Information
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Administration (NTIA). The Department anticipates that the resulting coordination procedures will
include transitional measures for protection of U.S. government incumbents, as well as
licensee-to-licensee coordination between AWS-3 licensees in both countries, similar to how
coordination in the AWS-1 band is already carried out.”

32, Through their conditions of licence, AWS-3 licensees will be required to abide by certain
technical requirements and to coordinate with U.S. licensees in accordance with the conditions of any
international arrangements or agreements into which Canada enters.

33, U.S. government licensees in the band 1755-1 780 MHz: The 1962 Treaty includes incumbent
U.S. government licensees in the band 1755-1850 MHz, many of which operate near the
Canada-United States border. Although most of these operations will move to other spectrum between
now and mid-2020, some systems will remain in the AWS-3 band indefinitely. Since these U.S.
government incumbents have been coordinated with Canada, the Department may require Canadian
AWS-3 licensees to protect these stations from interference and/or to accept any interference that they
may causc as long as they continue to operate in this band.

34, Detailed information on U.S. incumbent use of the 1755-1780 MHz band and the transition plan
for these systems, including the types of systems, their locations and transition times, can be found on
the NTIAs website at http://WWW.ntia.doc.gov/.4

35 Prior to the auction, licensees are strongly encouraged to consult the NTIAs transition plan and
to undertake their own analyses of the potential impacts of U.S. incumbent operations on Canadian
operations in the 1755-1780 MHz portion of the AWS-3 band. Industry Canada has provided an analysis
in Annex A, but makes rio representation or warranties about the accuracy and completeness of this
analysis.

5. Licence Areas

36, The document Service Areas for Competitive Licensing outlines the general service areas that are
used by Industry Canada for the purposes of issuing spectrum licences. The defined geographic areas
have been categorized under “service area tiers” that are based on Statistics Canada’s Census Divisions
and Subdivisions.

37, As different wireless services and applications are best suited to different sizes of service arcas,
four tiers of service areas have been established. Tier 1 is a single national service area. Tier 2 consists
of 14 large service arcas covering all of Canada. There are eight Tier 2 service areas that have

3 See Arrangement I, hito://www ic.oc.caleic/site/smt-pat.nstieng/sT0896 1.hml

See also hitpy/www.iitia.dog.gov/category/500-mbz-initiative and htin:/www.ntia.doc.gov/category/aws-3-transition.
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provincial/territorial boundaries, and six that are sub-provincial within Ontario and Quebec, Tier 3
contains 59 smaller regional service areas and Tier 4 comprises 172 localized service areas. The
population associated with each service area is based on Statistics Canada’s census information,

38. In the Consultation, Industry Canada proposed the use of Tier 2 service areas. Larger geographic
areas were proposed since they require less coordination between licensees, allow more effective use of
radio spectrum, and enable deployment of large-scale networks that can be more efficient due to
economies of scale.

Summary of Comments

39.  Tbaytel, Xplornet, ITPA and K-Net proposed the use of smaller Tier 3 arcas. Thbaytel indicated it
did not support a Tier 2 service area for Northern Ontario because of its vast area and sparse population,
Xplornet, IPTA and K-Net argued that the use of Tier 2 areas will prevent smaller players, such as
themselves, from bidding, which runs contrary to the goal of making spectrum available for smaller
players and is not compatible with business models that focus on providing service in rural areas. ABC
Communications proposed the use of Tier 4 service areas to increase the use of the auctioned spectrum
and foster competitive regional markets across Canada.

40.  MTS, Niagara Networks, PIAC, Québecor, Rogers, SaskTel, TELUS and WIND supported the
use of Tier 2 service areas. In its reply comments, PIAC underlined that while it still supports Tier 2
licence areas, the Department should consider whether Tier 3 licensing may be better suited to achieving
stated policy objectives as it would allow smaller players to acquire spectrum.

41.  Bell proposed that the set-aside spectrum be licensed on a Tier 3 basis, which more closely
mirrors an urban-rural split, and that the set-aside only apply to the urban part of the spectrum. Bell
suggested that doing so would provide new entrants with immediate access to utban spectrum, which
they actually desire and are more likely to deploy in a timely manner. Bell argued that licensing the
set-aside spectrum on a Tier 3 basis would make the rural spectrum available to a larger group of
potential bidders. Québecor and WIND opposed this proposal indicating that the assumption that they
only want to serve urban areas is false and that it would limit deployment along transportation corridors.

42, SaskTel also recommended changes to Tier 2-12 at the Saskatchewan-Alberta border to remove
any deviation from the provincial borders for spectrum licences around the City of Lloydminster,
proposing that the city should be included in Tier 2-11. TELUS opposed this proposal and noted the
arguments provided by Industry Canada in SLPB-001-14, Licensing Framework for Broadband Radio
Service (BRS) — 2500 MHz Band, for keeping Lloydminster in Tier 2-12.

43.  Similarly, WIND recommended changes to the Eastern Ontario and Outaouais Tier 2 area such
that the Outaouais portion of the existing 2-06 licence area should be merged with the Southern Quebec
service area 2-05. WIND argued that network design and optimization practices can effectively
minimize interference concerns should the boundary be redrawn as proposed. Québecor opposed this,
stating that the Ottawa/Outaouais market should be preserved because it is one economic region.
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Discussion
44. Tier size: Licensing spectrum based on larger geographic areas for mobile services generally

results in less coordination being required between licensees and more effective use of radio spectrum.
However, several commenters argued that licensing spectrum in large tiers does not provide flexibility
or opportunity for service providers who want to obtain spectrum in smaller local or regional geographic
markets to obtain spectrum corresponding to their business needs.

45.  Industry Canada considers the specific technical characteristics of a band to determine the
appropriate tier size. For example, given the long-distance propagation inherent in the 700 MHz band,
Industry Canada chose to use Tier 2 licences. Based on the propagation characteristics of the 2500 MIz
band, the Department concluded that coordination issues would be more manageable than with lower
frequency bands and chose to use Tier 3 licences. Given that the AWS-3 band is between the 700 MHz
and 2500 MHz bands, propagation is not a decisive consideration, which was also reflected in the
decision to offer both Tier 2 and Tier 3 licences for the 2008 AWS-1 auction,

46. The 2008 AWS-1 auction resulted in most of the Tier 3 licences being assigned to the same
licensee within each Tier 2 area. Since AWS-1 is adjacent to AWS-3, Tier 2 area licences in AWS-3 will
align with the AWS-1 licence areas, which will reduce geographic fragmentation and would enable
deployment of large-scale networks, which can be more efficient due 1o economies of scale.

47. Tier boundaries: The tier service areas were introduced in 1998 following a public consultation
that stemmed from the amendments to the Radiccommunication Act, which introduced a new approach
to spectrum licensing in 1996, At the time of consultation, there was general agreement among
stakeholders regarding the spectrum licensing approach and, to reduce possible interference issues and
keep ecconomic areas intact, some deviations were made around provincial borders.

48.  The deviations occur in five areas of the country where the use of provincial borders would
divide a contiguous economic zone in two. These are comprised of one large population area
(Gatineau-Ottawa) and four smaller areas, including the City of Lloydminster, which straddles the
border between Saskatchewan (35% of the population)} and Alberta (65% of the population). These
decisions were based on the population distribution and economic markets in 1998. Industry Canada has
seen no evidence that there has been a significant change in population distribution in these areas that
would warrant a change in the tier areas.

49,  Although some have noted that new technologies help reduce the potential for interference
between systems in close proximity, redrawing the tier area boundary to follow the provincial border
could still result in increased interference, reduced spectral efficiency and lower quality of service to
subscribers. This goes against the principles of the tier areas and of keeping a contiguous economic area
intact,

50.  Based on the discussion above, Industry Canada will not be changing the boundaries of the tier
areas at this time and will license the AWS-3 frequency blocks on a Tier 2 basis (see Annex B).
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Decision

D2 — Tier 2 service areas, as defined by the document Service Areas for Competitive Licensing,
will be used to license all frequency blocks for the auction of AWS-3 spectrum licences.

0. Licensing Process and Pro-competitive Measures

51.  Industry Canada anticipates that the AWS-3 spectrum will be highly desirable to wireless service
providers and demand is likely to exceed supply for these licences. Consequently, Industry Canada
proposed in the Consultation to use an auction process to assign spectrum licences in the AWS-3 band.
Auctions are a transparent, fair and efficient spectrum assignment mechanism.

52, Ttis likely that large wireless service providers (LWSP) have the means to prevent new cnirants
from acquiring spectrum licences in an open auction’, and there is a risk that competition in the
post-auction marketplace could suffer withoul measures to facilitate new entrants’ access to spectrum,
Tndustry Canada proposed that competitive measures should apply to this band, and sought comments on
the use of a competitive measure to prohibit certain entities from bidding on specific blocks of spectrum,
specifically a 30 MHz spectrum set-aside.’

53, When applying competitive measures in the past, Industry Canada has used specific definitions
to distinguish between established providers and new entrant providers for the purposes of determining
bidding eligibility. In SMSE-002-12, Policy and Technical Framework: Mobile Broadband Services
(MBS} — 700 MHz Band. Broadband Radio Service (BRS) —— 2500 AMHz Band, LWSP are defined as
“companies with 10% or more of national wireless subscriber market share, or 20% or more wireless
subscriber market shave in the province of the relevant licence area.”’ In the Consultation, the

The Competition Bureau has stated that “incumbent service providers do have market power in the provision of retail
mobile wireless services” in its Submission by the Commissioner of Competition Before the Canadian Radio-television
and Telecommunications Commission — Telecom Notice of Consultation CRTC 2013-685 - Wholesale mobile wireless
roaming in Canada — Unjust discrimination/undie preference. '

(tip: v .competitionbureay, g¢.cq/efe/site/cb-be, nstreng 03648 tml),

As noted in the FSAC, there are various measures available in an auction to promote a competitive marketplace if
required, notably set asides and spectrum caps. Thesc measures can address issucs of market power and competition, The
factors that Industry Canada may consider when deciding upon usc of a competitive measure are set out in the FSAC, A
spectrum set-aside prohibits certain entities from bidding on specific blocks of spectrum,

I'he subscriber market share for Ontario will apply for the licence area 2-06, Eastern Ontario and Qutaouais. For the Tier
2-14 licence area {Yukon, Northwest Territories and Nunavut), only the national market share criteria will apply,
Detinition from 700/2500 MHz Policy Framework Decision B3-2
(hetp//wany.ic.pe.co/ele/site/smit-gst.nstleng/sf1012 1. huml). The reference data for the evaluations will rely on the most
recently available CRTC Communications Monitoring Repor!. -
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Department proposed that new entrants be defined as service providers that are not LWSP.
Industry Canada also proposed that bidding for the spectrum set-aside be limited to new entrants.

54,  Industry Canada proposed to limit the eligibility to bid on set-aside spectrum to operating new
entrants, since new entrants that are already offering wireless services benefit from an existing network
and subscribers, and will be able to add set-aside spectrum to improve their mobile networks. The
Department also proposed that the active provision of commercial wireless services, including a
minimum coverage within each Tier 2 licence arca, would be assessed when determining an applicant’s
cligibility to bid on the set-aside spectrum.

55.  Industry Canada also recognized that AWS-3 spectrum could allow other wireless service
providers to enhance their service offerings to Canadians, and proposed that the remaining 20 MHz of
spectrum be available for open bidding.

Summary of Comments

50. There was general support for the use of an auction process to assign spectrum licences in the
AWS-3 band and for having spectrum open to all bidders.

57. The majority of respondents did not comment on the definition of LWSP. Niagara Networks
supported the definition. PIAC noted that the definition would preclude large regional service providers
from bidding on the set-aside spectrum and that it would require these smaller entities to compete with
the large national service providers for the spectrum open to all bidders.

58. ABC Communications, Eastlink, K-Net, Niagara Networks, PIAC, Québecor, SSi, Tbaytel and
WIND supported the proposal to set aside 30 MHz. MTS had no objection to the proposal. Bell, TELUS
and Rogers all indicated that in principle they did not agree with the use of set-asides. As an alternative,
TELUS argued that a spectrum cap mechanism would produce fairer spectrum prices. TELUS also
proposed that if a set-aside were to be implemented it should be reduced to 20 MHz as it would be less
disruptive to the industry as a whole; this proposal was also supported by Bell, Rogers and Xplornet,
SaskTel did not support the proposal for set-aside spectrum, WIND urged the Department to reject
TELUS’s proposal to reduce the amount of set-aside spectrum to 20 MHz from 30 MHz, stressing that
new entrants need access to more than one 5 + 5 MHz or 10 + 10 MHz block to effectively deploy LTE
offerings.

59, The majority of commenters indicated general support for the proposal to restrict set-aside
eligibility to operating new entrants, including Bell, Eastlink, M'T'S, Québecor, Rogers, SaskTel,
TELUS, and WIND. Some noted that the rule would have the effect of limiting the set-aside to those
more likely to deploy, and prevent speculative participation. SaskTel argued that the eligibility should
also apply to the open bidding block.

60. Stakeholders that proposed an entirely different approach included Xplornet, ABC
Communications, K-Net and PIAC, These parties suggested that entirely new market participants should
be eligible to bid on the set-aside and given an opportunity to enter the market. Xplornet argued that
disallowing new market participants limits the potential for competition, and excludes other types of

"
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carriers such as fixed wireless access providers who may be well placed to use AWS-3 spectrum to
provide services to Canadians, ABC Communications, PIAC and K-Net similarly argued that ruraj
carriers or other carriers who may be able to serve certain licensing areas are unnecessarily excluded,
thereby potentially limiting competition. Niagara Networks suggested that those who are successful in
acquiring the set-aside licence be obligated to share it with other competitors.

ol. On the subject of the minimum population coverage level, TELUS and Rogers viewed coverage
based on 50% of the AWS-1 targets to be a low threshold. Rogers proposed that the coverage
requirements be increased to 100% of the AWS-1 targets, arguing that new entrants who acquired
set-aside spectrum should meet their full AWS-1 deployment requirements before being eligible to bid
on additional set-aside spectrum in the AWS-3 auction.

62.  Stakeholders also commented on whether network sharing arrangements between operating new
entrants and LWSP should count towards the coverage requirement. WIND propesed that shared
networks should not count towards the coverage requirement, noting that doing so would undermine
Industry Canada’s goals of creating more competition, PIAC supported WIND’s position. Québecor
submitted that partnerships with LWSP should count towards deployment when assessing eligibility.

63.  WIND proposed that the assessment for the active provision of service should include higher
thresholds: a retail/distribution network with more than a nominal number of retail locations (i.e. more
than 10); and that there should be a “meaningful” level of subscribership in the service area (i.e. more
than 1% of the population within the licence area). Both Eastlink and Québecor opposed WIND’s
proposal. Eastlink argued that WIND'’s proposal would have a disproportionate impact on rural
operating new entrants, and those still in the process of expansion to new areas. Québecor argued that
taking into account subscribership is counter-productive, unjust and intrinsically arbitrary.

64.  On assessing the subject of active provision of services, Eastlink proposed that subscribership
should not be included among the criteria. Eastlink identified hurdles to deployment and technical
limitations which operating new entrants have faced that have slowed initial growth in subscribership.
Eastlink argued that such limitations do not indicate a lack of commitment to servicing the licence area,
indicating that in some areas it has made significant investments in fiber and tower sites to support
advanced wireless services in the long term. Bell opposed Eastlink’s propesal, arguing that it weakens
the operating assessment criteria.

Discussion

65. Set-aside spectrum: Operating new entrants that are already offering wireless services benefit
from an existing network and subscribers, and will be able to add set-aside spectrum to improve their
mobile networks. While others advocated for wider access to set-aside spectrum in consultation,
Industry Canada notes that licensing AWS-3 spectrum to an operating new entrant that possesses a
wireless network is more likely to result in the provision of robust advanced wireless services, allowing
for more effective and sustained competition in the post-auction marketplace. Most stakeholders broadly
supported Industry Canada’s proposal to limit eligibility to bid on the set-aside spectrum to operating
new entrants, with some noting that the rule would limit the set-aside to those more likely to deploy, and
prevent speculative participation.
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66.  Industry Canada is of the view that setting aside 30 MHz. of AWS-3 spectrum for operating new
entrants will support the objectives of sustained competition, robust mvestment, and timely availability
of advanced services.

67, Coverage requivements: Consistent with the approach used in licensing spectrum to operating
new entrants, there was also general support for requiring minimum population coverage and the active
provision of services.

68.  Reauiring minimum population coverage based on 50% of the AWS-1 targets was generally
well-supported by stakeholders. A network meeting the minimum population coverage would require a
substantial investment, and provide an operating new entrant with a strong platform to build upon with
set-aside AWS-3 spectrum. At the same time, the required minimum population coverage should take
into account that new entrants holding AWS-1 spectrum are now, at most, six years into their 10-year
AWS-1 licence terms, leaving another four years to meet 100% of their 10-year deployment targets.

69, Some stakeholders sought clarity as to whether joint or shared networks between new entrants
and LWSP would count towards the assessment of minimum population coverage. Coverage provided
by a new entrant using its licensed spectrum may count towards the assessment of minimum population
coverage in the applicable licence area to determine eligibility to bid on the set-aside spectrum. This
coverage can be achieved through different types of network deployments, including stand-alone, shared
or joint networks.

70.  Assessment of active provision of commercial mobile services: Requiring operating new

entrants to demonstrate the active provision of commercial mobile services based on the proposed
criteria was also generally well-supported by stakeholders. However, some raised concerns regarding the
specific criteria and threshold that would be assessed by Industry Canada. The Department recognizes
that the level of activity in the provision of commercial mobile services is multi-faceted and will not
define specific criteria. When assessing the eligibility to bid on the set-aside spectrum, Industry Canada
will take all of the requested information into account.

71.  Given the overall approach and the consideration of alternative proposals, Industry Canada is of
the view that the proposed criteria for the assessment of minimum population coverage and active
provision of commercial wireless services are appropriate. A similar approach for assessing the active
provision of services is used when assessing licence renewal at the end of a licence term and when
determining if associated entities are eligible to bid separately in this and other auctions. In each process,
Industry Canada examines all aspects that demonstrate the active provision of services.

72 Based on the discussions above, Industry Canada will auction the AWS-3 spectrum with a

30 MHz set-aside for operating new entrants and 20 MHz open to all bidders, as shown in Figure 3. The
eligibility will be assessed as outlined below.
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Figare 3: Availability of AWS-3 Spectrum
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Decision

D3 — The blocks of spectrum available for the auction are as follows:

+ 15 +15 MHz of paired spectrum (Biock GHI) will be set aside for eligible entities in every
Tier 2 licence area; and

+ Two 5+ 5 MHz of paired spectrum (Blocks JI and J2) will be open to all bidders in every
Tier 2 licence area.

D4 — LWSP are defined as companies with 10% or more of national wireless subscriber market
share, or 20% or more of wireless subseriber market share in the province of the relevant
licence area.” New entrants are defined as service providers that are not LWSP.

D5 — Bidding on set-aside spectrum licences in each Tier 2 region is restricted to new entrant
bidders that are: ‘
i.  actively providing commercial mobile wireless services using licensed spectrum in the
Cellular, PCS, AWS, BRS, MBS or WCS bands to the general public; and
ii. operating a terrestrial wireless network’ in the Tier 2 service area, with the minimum
population coverage levels shown in Table 2, effective as of the date of application to
participate in the AWS-3 auction.

The subscriber market share for Ontario will apply for the licence area 2-06, Eastern Ontario and Outaouvais, For the ‘Tier
2-14 licence area (Yukon, Northwest Territories and Nunavut), only the national market share criteria will apply.
Definition from Policy and Technical Framework: Mobile Broadband Services (MBS) — 700 MHz Band, Broadband
Radia Service (BRS) — 2500 MHz Band (htpyiwww.ic.ge.caleic/site/smt-gst.nsf/enp/st1002 1 html), The reference data
for the evaluations will rely on the most recently avaitable CRYC Compunications Monitoring Report at
hip/Awwwerte.ge.cafeng/publicationsLhun

Refers to terrestrial wircless networks, Coverage areas (for the purposes of verilying coverage) arc those areas where
devices being offered ie support service can successfully connect to the bidder’s existing network,
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Table 2 — Minimum Population Coverage Levels to be Eligible to Bid on the Set-Aside Spectrum
Tier 2 Service Area Name Minimum Population Coverage

2-01 Newfoundland & Labrador 15%
2-02 Nova Scotia & Prince Edward Island 15%
2-03 New Brunswick 20%
2-04 Eastern Quebec 25%
2-05 Southern Quebec 25%
2-06 Eastern Ontario & Outaouais 25%
2-07 Notthern Quebec 15%
2-08 Southern Ontario 25%
2-09 Northern Ontario 25%
2-10 Manitoba 25%
2-11 Saskatchewan 20%
2-12 Alberta 25%
2-13 British Columbia 25%
2-14 Yukon, Northwest Territories & Nunavut 10%
D6 — Industry Canada adopts the process for assessing a bidder’s eligibility to bid on the
set-aside spectrum as outlined in paragraphs 73 to 75 below.

73.  Assessing minimun coverage: Industry Canada will assess the deployment level of service
against the required coverage level for the tier. Therefore, applicants are required to provide site data
and detailed coverage maps based on spectrum licensed to the applicant in the service area with their
applications,

74. In addition to reviewing the site data and coverage maps, Industry Canada may verify coverage,
through testing, to confirm that wireless services can be accessed throughout the coverage area indicated
by the applicant. Applicants should declare where minimum population coverage is met through a joint
network, and documentation outlining the partnership, control of the spectrum, and respective
contributions towards the joint network should be provided. Industry Canada could also request further
documents or other information to verify this or any other information during the application process.

75.  Assessing the active provision of commercial wireless services: Industry Canada will determine
whether commercial wireless services are actively being provided to the general public in the coverage
area. Applicants must demonstrate this by providing relevant documentation with their application. Such
documentation will include, but not be limited to, details outlining:

« the services being offered in the service area;

« the retail/distribution network;
« the devices that are offered to customers to provide the service;
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« how subscribers access services; and
« the subscribership in each service arca (including the level of national subscribership).

7. Auction Format and Rules

7.1 Auction Format and Timing

76.  As stated in the FSAC, Industry Canada’s objective is to select an auction design that is optimal
for the spectrum being offered and the circumstances that exist at the time. The auction format should be
simple, fair and transparent for bidders and lead to an efficient assignment of spectrum., In the selection
of an auction format and related rules, consideration is given to the characteristics of the spectrum being
auctioned; for example, the quantity and size of the blocks, as well as the similarities and
complementarities that may exist among the blocks. In past auctions, Industry Canada has used a
simultaneous multiple round ascending (SMRA) auction, a combinatorial clock auction (CCA) or a
sealed-bid auction format.

77 A sealed-bid auction requires applicants to submit their bids to the Department in a sealed
envelope prior to the receipt deadline for bids in order to apply for each licence. Following the receipt
deadline for bids, departmental officials will open the bids, rank them and provisionally award a licence
ot licences to the highest bidder(s). If the highest bidder for a particular licence is found eligible to be
the licensee, that bidder would be awarded the licence.

78. Industry Canada sought comments on its proposal to use a sealed-bid auction format for the
AWS-3 auction. In addition, the Department proposed that the AWS-3 auction take place in March
2015, and that the deadline for receipt of applications be January 30, 2015,

Summary of Comments

79.  MTS, Niagara Networks, Québecor, SaskTel, SSi, Thbaytel, WIND and Xplornet all supported
the use of a sealed-bid auction format for the AWS-3 auction,

80.  Rogers and TELUS proposed changes to the auction format. Rogers recommended that the
Department use an SMRA format. TELUS proposed a CCA format. Both TELUS and Rogers argue that
the sealed-bid format does not provide for price discovery and that it increases aggregation risk in that
bidders may not be successful in assembling the geographic footprint that they require to support their
business case.

81.  Bell proposed that the Department postpone auctioning the open block for a period of one to two
years so that large national and regional wircless service providers can focus capital resources in the
near term on the planned deployment of network upgrades and on accommodating their participation in
the 2500 MHz auction. SaskTel proposed that Industry Canada wait until after the Canadian
Radio-television and Telecommunications Commission (CRTC) ruling on roaming, which SaskTel
stated is expected at the end of 2014, before setting the final rules for the auction. As part of their reply
comments, SaskTel and PIAC proposed postponing the auction for one to two years. SaskTel supported
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Bell’s proposal for a two-stage auction with an auction for the set-aside block first, followed by an
auction for the open block and unsold set-aside blocks if Industry Canada wanted to go ahead with the
auction for the set-aside. In their reply comments, WIND reiterated its support for the auction to take
place in March 2015 and Rogers opposed postponing the auctior.

Discussion

82.  Auction format: When proposing an auction format, Industry Canada considers the benefits of
an auction format and the complexity of, and time required, to run the auction. Some respondents
proposed that a CCA or an SMRA format should be used for the AWS-3 auction, Although both CCA
and SMRA formats provide stakeholders with the benefit of price discovery through the multiple
rounds, these formats are more time consuming to implement. However, the decisions for Tier 2 licence
areas, a set-aside block and two open bidding blocks means that a simplified auction can be held for this
spectrum. Therefore, Industry Canada believes that sealed-bid format is the most appropriate auction
format for the AWS-3 auction,

83,  Package bidding: Given Indusiry Canada’s decision to divide the open-bidding block in each
service area into two blocks, J1 and J2, allowing package bidding for the two open-bidding blocks
within a service area would allow bidders to express their value for both blocks in addition to their value
for the individual blocks. If bidders were only able to bid on J1 and J2 individually there would be an
aggregation risk for bidders that are trying to acquire both blocks. Package bidding will reduce this risk.
Therefore, Industry Canada will allow bidders to submit bids for J1 and J2 individually as well as a
package bid for both J1 and J2.

84.  Auction timing: The Commercial Mobile Spectrum Qutlook published in 2013 identified AWS-3
as a band under consideration for commercial mobile services, and noted that AWS-3 could be available
for licensing in Canada as earfy as 2015, Some stakeholders advocated postponing the AWS-3 auction
while others supported moving forward with the process, citing a need for more

spectrum. Industry Canada is of the view that providers seeking additional spectrum to support
investment and expansion of wireless networks would benefit from a timely licensing process, as it will
allow them to plan their deployments and provide services to Canadians using the spectrum as soon as
possible. To make this spectrum available in a timely manner, Industry Canada will hold the AWS-3
auction in March 2015, with the deadline for receipt of applications on January 30, 2015.

85.  The schedule for the auction process, Table of Key Dates, is available on Industry Canada’s
Spectrum Management and Telecommunications website at http://www.ic.ge.ca/spectrum, Items and
time frames included in the schedule may be updated from time to time. Interested parties are advised to
check the website regularly for any updates to the schedule of events.
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Decision

D7 — Industry Canada will proceed with an auction process for AWS-3 in March 2015, with the
deadline for the receipt of applications on January 30, 2015.

D8 — Industry Canada will use a sealed-bid auction format for the AWS-3 auction and will allow
package bids for the open-bidding blocks within each Tier 2 area. Further information on the
determination of provisional licence winners can be found in Section 10.9.

7.2 Second-price Rule

86.  Industry Canada sought comments on the proposal to use a second-price rule to determine the
price that winning bidders would be required to pay. A second-price rule requires winning bidders to
pay an amount that is sufficient to ensure that no other bidder, or group of bidders, is prepared to pay
more for the licence(s) in question,

Summary of Comments

87. ABC Communications, Bell, Eastlink, MTS Alistream, Niagara Networks, PIAC, Québecor,
SaskTel, SSi, Thaytel, TELUS and WIND supported the proposal to use a second-price rule. Xplornet
stated that it opposed the second-price rule and suggested that winning bidders pay the full amount of
their bid. Rogers stated that it does not support the use of a second-price rule combined with a sealed-bid
format because it believes that with this combination, along with the relatively low opening bids and
eligibility limits, there will be limited bidding on the set-aside spectrum in every geographic area,

Discussion

88. A second-price rule requires each winning bidder to pay an amount that is sufficient to ensure
that no other bidder, or group of bidders, is prepared to pay more than the winning bidder for the
licence(s) in question,

89.  Industry Canada proposed a second-price rule since it promotes a more efficient outcome by
increasing the incentive for bidders to bid in a way that is consistent with how they truly value the
licences, Bidders, knowing that they will only be required to pay the amount determined by the
second-price rule, will have a greater incentive to bid truthfully. This promotes an efficient auction
outcome,

90.  Given the decisions to have two open-bidding blocks and to allow bidders to submit a package

bid for the two open-bidding blocks within a service area, the price(s) for the open bidding blocks could
depend on package bids and/or bids for the individual licences.

91. With package bidding, in some cases, the second price may not be high enough to ensure that
there is no alternative bidder or group of bidders prepared to pay more for the licences in question. To
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address this, Industry Canada could require an additional payment above the second price to ensure that
the winning bidder(s) pay an amount that is sufficient to ensure that no other bidder or group of bidders
is prepared to pay more for the licence(s) in question. More specifically, Industry Canada could apply
bidder-optimal core prices and use the “nearest Vickrey” approach (see Annex C). This approach was
used to determine prices for the recent 700 MHz auction and will be used in the forthcoming 2500 MHz
auction,

Decision

DY — Industry Canada will implement a second-price rule, including bidder-optimal core prices
and use of the “nearest Vickrey” approach, Prices for the open-bidding blocks and the set-aside
block in each service area will be determined separately, Further information on the
determination of prices can be found in Annex C.

7.3 Opening Bids

92,  For a sealed-bid auction, opening bids are the minimum amount that will be accepted for each
licence,

93, Industry Canada proposed opening bid prices for the AWS-3 spectrum auction that are
comparable to the opening bid prices for the forthcoming 2500 MHz auction.

Summary of Comments

94.  Eastlink, PIAC, Québecor, SaskTel, SSi, and WIND supported the proposed opening bids.

95.  MTS, TELUS and Xplornet did not object to the proposed opening bids. However, TELUS noted
the proposed opening bids are low compared to the opening bid prices being used in the U.S. AWS-3
auction.

96.  Bell agreed with the proposed opening bids but recommended that in the event that there is only
one bidder for the set-aside licence in a particular service area, the amount paid for the licence should be
equivatent to the present value of the foregone annual licence fees ($0.035/MHz/pop) over the 20-year
term of the licence. These prices would be approximately 3 times higher than proposed in the
Consultation. Eastlink, Québecor and WIND opposed Bell’s proposal.

97.  Xplornet agreed with the proposed opening bids in the range of $0.05 to $0.14 per MHz/pop but
it questioned why the opening bid is lower in Toronto in comparison to Montreal and lower in
Saskatchewan in comparison to Manitoba and Alberta. It stated that such differences are not justified by
the demand for spectrum in the respective areas.

98,  Rogers considered the level of the proposed opening bids too low. It noted that the proposed
opening bids are lower than the U.S. reserve bids for the AWS-3 spectrum. Rogers also pointed out that

19



(5

Technical, Policy and Licensing Framework for Advanced Wireless
Services in the Bands 1755-1780 MHz and 2155-2180 MHz (AWS-3) SLPB-007-14

the proposed opening bids are lower than the opening bids in the AWS-1 auction. It suggested that
opening bids for the set-aside spectrum should be set at the average price of winning bids in the AWS-1
auction, which it calculated as being approximately 12 times higher than the proposed AWS-3 opening
bids. Rogers argued that for most service areas, there would be only one eligible bidder for the set-aside
spectrum; therefore, the AWS-1 results could serve as a proxy for the market value for this spectrum.

Driscussion

99.  As with all opening bids in recent Canadian spectrum auctions, those proposed in the
Consultation were set on the conservative side to reduce the risk of discouraging participation from
bidders with viable business plans, The determination of the proposed opening bids took into
consideration transactions for 2500 MHz spectrum licences in the Canadian wireless market and the
Canadian 2008 AWS-1 auction results.

100.  The proposed bids were similar to those that will be used in the upcoming 2500 MHz auction
since the AWS-3 and 2500 MHz bands are comparable in a number of ways. They both have similar
propagation characteristics and recognition as commercial mobile frequencies. An equipment ecosystem
is not expected to be available for the AWS-3 band for two to three years, and the 2500 MHz band also
lacks a well-established device ecosystem. Also, in the case of AWS-3, there will be delays in the
usability of this spectrum in certain areas due to temporary or permanent incumbent users in the

United States.

101, Having considered the comments received, Industry Canada has decided that the opening bid
prices should be as proposed in the Consultation as they are considered to reflect a conservative estimate
of the market value of the spectrum in each service area, and are set high enough so that Canadians will
receive a fair return for the use of the spectrum but not so high as to discourage participation in the
auction.
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Decision

Table 3 — Opening Bids by Service Area

D10 — The opening bids for the AWS-3 auction are listed in Table 3. The total amount of the
proposed opening bids for all spectrum blocks is $162,450,000.

of

2-01 Newloundland & Labrador 514,641 . 00,000 $ 900,000
2-02 Nova Scotia & P.E.L 1,061,846 0.06 650,000 1,900,000
2-03 New Brunswick 749,942 0.06 450,000 1,300,000
2-04 Eastern Quebec 1,668,394 0.08 1,350,000 4,000,000
2-05 Southern Quebec 5,683,036 0.12 6,800,000 20,500,000
206 Eastern Ontario & Outaouais 2,347,808 (.03 1,900,000 5,600,000
2-07 Northern Quebec 190,605 0.05 100,000 300,000
2-08 Southern Ontario 10,090,766 0.11 11,100,000 33,300,000
2-09 Northern Ontario | 774,775 0,05 400,000 1,200,000
2-10 Manitoba 1,206,968 0.09 1,100,000 3,300,000
2-11 Saskatchewan 1,029,812 0.06 600,000 1,900,000
2-12 Alberta 3,650,167 0.09 3,300,000 9,900,000
2-13 British Columbia 4,399,939 0,10 4,400,000 13,200,000
Yukon, Northwest Territories &
2-14 Nunavut 107,215 0,05 150,000
Total per block e Ehedhvii

8.

8.1

102,

Bidder Participation

Affiliated Entities

In order to maintain auction integrity, as in past auctions, Industry Canada proposed that there be

rules relating to the participation of affiliated and associated entities in order to ensure that each bidder
is an independent bidder. The Department proposed a definition of affiliated entities and that affiliated
entities not be allowed to participate separately in the auction. As in previous auctions, applicants will be
required to disclose information about their companies, including affiliations and associations.

Summary of Comments

103.

Eastlink, K-Net, Niagara Networks, PIAC, Québecor, SaskTel, SSi, Thaytel, TELUS and WIND

indicated that they supported the proposed definition of affiliated entities, MTS indicated that it had no
objection to the definition.
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Discussion

104.  Given that the proposed definition for affiliated entities is consistent with other auction processes
and that there were no comments proposing changes, the definition will be as proposed in the
Consultation. Furthermore, there were no comments regarding the presumption of affiliate status or
bidding eligibility for affiliated entities; therefore, these rules will apply as set out below.

Decision

D11 — Industry Canada adopts the definition and the bidding eligibility for affiliated entities as
ouflined in paragraphs 105 to 110 below.

105, Affiliated Entities (definition): An entity will be deemed to be affiliated with a bidder if it
controls the bidder, is controlled by the bidder, or is controlled by any other entity that controls the
bidder. “Control” means the ongoing power or ability, whether exercised or not, to determine or decide
the strategic decision-making activities of an entity, or to manage or run its day-to-day operations,

106.  Presumption of Affiliate Status: If a person owns, directly or indirectly, at least 20% of the
entity’s voting shares (or where the entity is not a corporation, at least 20% of the beneficial ownership
in such entity), Industry Canada will generally presume that the person can exercise a degree of control
over the entity to establish a relation of affiliation. The ability to exercise control may also be
demonstrated by other evidence. Under this rule, Industry Canada may, at any time, ask a prospective
bidder for information in order to satisfy any question of affiliation.

107.  Applicants may provide information to Industry Canada to rebut the presumption of affiliate
status. Applicants must notify the Department in writing if they are rebutting the presumption and must
file material that will enable Industry Canada to review the question and male that determination. It is
the responsibility of the applicant to file the appropriate material. Such material may include: copies of
the relevant corporate documentation relating to both entities; a description of their relationship; copies
of any agreements and arrangements between the entities; and affidavits or declarations, signed by
officers from the two entities, dealing with the control as outlined in the definition of “affiliate” above.

108.  Upon receipt of this material, Industry Canada will either make a ruling based on the materials
submitted or ask the applicant for further information and provide a timeline within which to do so.

109.  Should the entities fail to provide the relevant information in a timely fashion in order to allow
Industry Canada to complete its determination, the Department may make a ruling on eligibility, based
on the above, that the entities in question are affiliated.

110.  Bidding eligibility for affiliated entities: Only one member of an affiliate relationship will be
permitted to become a qualified bidder in the auction or the affiliated entities may apply to participate
jointly as a single bidder. Affiliated entities must decide prior to the application deadline which entity
will apply to participate in the auction, All affiliations must be disclosed at the time of the application. In
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the cases where the entities participating jointly include an LWSP, the LW SP’s eligibility to bid on
set-aside spectrum would apply to all of the entities.

8.2 Associated Entities

111.  In support of the stated policy objectives regarding competition and investment, and in light of
the high demand for capacity (driven by the use of smart phones and tablets), the high cost of network
deployment, particularly in rural areas, as well as the spectrum and network efficiencies that can be
achieved through such arrangements, Industry Canada recognizes the need to provide increased
flexibility in the treatment of a certain subset of associated entities, as long as this would not have an
adverse impact on the integrity of the auction.

112.  Industry Canada sought comments on a proposed definition of associated entities and proposed
rules that would allow carriers to form a bidding consortium and to participate in the auction as a single
bidder if they wish to coordinate their bids through a single bidder. Industry Canada also proposed that
associated entities only be allowed to participate separately if, following a review of their application,
Industry Canada is satisfied that their participation would not have an adverse impact on auction
integrity, The Department further proposed that for associated entities participating jointly, the eligibility
rules would apply jointly in each licence area, and in cases where the entities participating jointly
include an LWSP, the LWSP’s eligibility to bid on set-aside spectrum would apply to all of the entities
bidding jointly with the LWSP.

Summary of Comments

113, Eastlink, K-Net, Niagara Networks, PIAC, Québecor, SaskTel, SSi, Tbaytel, TELUS and WIND
indicated that they supported the proposed definition for associated entities. MTS indicated it they had
no objection to the definition. Rogers proposed that the rules regarding associated entities be clarified so
that prospective bidders are able to understand the extent to which their relationship with other bidders
will or will not impact eligibility to bid for set-aside spectrum,

Discussion

114.  Given that the proposed definition for associated entities is consistent with other auction
processes and that there were no comments proposing specific changes, the definition will be as
proposed in the Consultation. In addition, allowing associated entities to apply to bid separately in the
AWS-3 auction would not have an adverse impact on the integrity of the auction given the rules in place
to maintain the integrity of the auction. Therefore, as proposed, Industry Canada will allow associated
entities to apply to bid separately in the AWS-3 auction. In the paragraphs below, the Department has
also provided further clarification regarding associated entities” ability to bid on the set-aside spectrum,

Decision

D12 — Industry Canada adopts the definition and the process for associated entities fo apply to
bid separately in the AWS-3 auction as outlined in paragraphs 115 to 124 below.
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115. Associated entities (definition): Any entities that enter into any partnerships, joint ventures,
agreements to merge, consortia or any arrangements, agreements or understandings of any kind, either
explicit or implicit, relating to the acquisition or use of any spectrum in the AWS-3 band, will be treated
as associated entities. Typical roaming and tower sharing agrecments would not cause entities to be
deemed associated.

116.  Eligibility for associated entities to purticipate separately in the auction: Associated entities
participating in this licensing process may apply to bid separately in the AWS-3 auction.

Industry Canada is of the view that allowing associated entities that are competitors in the market to bid
separately would not have an adverse impact on the integrity of the auction provided that auction
participants comply with the information disclosure and anti-collusion rules discussed below

(Section 8.3 — Prohibition of Collusion and Section 8.4 — Auction Integrity and Transparency).

117. To obtain approval to participate separately in the auction, entities will be required to
demonstrate to Industry Canada’s satisfaction that they intend to separately and actively provide services
in the applicable licence area. Associated entities wishing to participate in the auction separately would
be required to submit their application at least two weeks in advance of the final application deadline.
This requirement would provide Industry Canada with the additional time necessary to assess the nature
of the association between the entities. Should the request be denied, only one of the associated entities
will be eligible to apply to participate in the auction.

118. Industry Canada’s review will not extend to an overall assessment of the effects of the agreement
between associated entities on competition in the marketplace.

119. Assessment factors: Industry Canada will consider a broad range of criteria in order to determine
the associated entities’” intent and actions to actively and independently provide wireless services.
Assessment criteria may include, but will not be limited to:

« the companies’ intent and actions to provide services (coverage) in the area in which the sharing
oceurs;

. ‘the level of investment, including in distribution, marketing and customer service, in order to acquire
and serve customers; and

« the companies’ demonstration of separate presences in the marketplace.

120.  Documentation: Associated entities will provide all relevant documentation to Industry Canada
with regard to the above-noted assessment factors. These may include, but will not be limited to:

« all agreements relating to the transfer of, use of and access to the AWS-3 spectrum,

« business plans for the area in which the agreement(s) will provide access to spectrum; and
« business and financial results, including investments and customer acquisition.

121.  Industry Canada may request additional documentation to complete its assessment and may
require that documents be certified by an officer of the company.
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122.  Bidders are reminded that the provisions of the Competition Act apply independently of, and in
addition to, the proposed policy.

123.  All entities participating in the auction will be subject to the same prohibition of collusion rules,
as stated below in Section 8.3.

124.  Associated entities’ ability to bid on the set-aside spectrunt: In cases where the associated
entities participating jointly include an LWSP, the LWSP’s eligibility to bid on set-aside spectrum
would apply to all of the entities in each service area. For associated entities that are approved to bid
separately in the auction, the eligibility to bid on set-aside spectrum would apply separately in each
service area.

8.3 Prohibition of Collusion

125.  Inthe Consultation, Industry Canada proposed the same prohibition of collusion rules as those
for the 2500 MHz auction.

Summary of Comments

126. Eastlink, K-Net, PIAC, Québecor, SaskTel, SSi, TELUS, WIND and Xplornet supported the
proposed prohibition-of-collusion rules. MTS indicated that it had no objection to the definition. Rogers
suggested that the rules prohibiting collusion should be strengthened and clarified.

Discussion

127.  Given that the proposed prohibition of collusion rules are consistent with other auction processes
and that there were no comments proposing specific changes, the definition will remain as proposed in
the Consultation.
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Decision

D13 — In order to protect the integrity of the auction, the prohibition of collusion rules are as
follows:

All applicants, including affiliated and associated entities, are prohibited from cooperating,
collaborating, discussing or negotiating agreements with competitors, relating to the licences
being auctioned or relating to the post-auction market structure, including frequency selection,
bidding strategy and post-auction market strategy, until after the public announcement of
provisional licence winners by Industry Canada.

Prospective bidders will note that the auction application forms contain a declaration that the
applicant will be required to sign certifying that the applicant has not entered into and will not
enter into any agreements or arrangements of any kind with any competitor regarding the
amount to be bid, bidding strategies or the particular licence(s) on which the applicant or
competitors will or will not bid. For the purposes of this certification, “competitor” means any
entity, other than the applicant or its affiliates, which could potentially be a bidder in this
auction based on its qualifications, abilities or experience,

Prospective bidders should note that the definition of “affiliate” for the purposcs of this
licensing process (defined by reference to “control in fact”) differs from “affiliate” for the
purpeses of the Competition Act. The provisions of the Competition Act apply independently of,
and in addition to, the policies contained in this Framework.

8.4 Auction Entegrity and Transparency

128.  The Consultation proposed that the following requirements and procedures be implemented
regarding affiliated and associated disclosure, different types of communications and discussions
between bidders, and the use of consulting services by bidders in order to ensure the integrity and
transparency of the AWS-3 auction.

Summary of Comments

129.  There were no comments regarding the requirements and procedures that Industry Canada
proposed to maintain the integrity and transparency of the auction,

Discussion

130,  Given that there were no comments and that these requirements and procedures are the same as
those for the forthcoming 2500 MHz auction, Industry Canada will impose the measures proposed in the
Consultation to maintain the integrity and transparency of the AWS-3 auction.
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Decision

D14 —1In order to protect the integrity of the auction, Industry Canada adopfs the rules
regarding affiliated and associated disclosure, different types of communications and
discussions between bidders, and the use of consulting services by bidders as outlined in the
paragraphs below.

131, Affiliated and associated entity disclosure requirements: All entities wishing to participate in
the auction process will be required to disclose in writing, as part of their application, the names of
affiliated and associated entities. A narrative must also be submitted, describing all key elements and the
nature of the affiliation or association in relation to the acquisition of the spectrum licences being
auctioned and the post-auction relationships of the said entitics. This narrative must include
arrangements with another potential bidder that relate in any way to the future use of the AWS-3
spectrum directly or indirectly.

132.  Some examples of arrangements that would require disclosure include, but are not limited to,
agreements to establish a joint network using spectrum licences acquired by each of the entities and
agrecments with respect to a joint backhaul network. Agreements, such as significant joint equipment
purchases must also be disclosed. Typical roaming and tower sharing agreements and other agreements,
such as the purchase of backhaul capacity, would not cause entities to be deemed associated entities and
hence need not be disclosed.

133. The submitted narrative will be made available to other bidders and to the public on
Industry Canada’s website prior to the auction in order to ensure transparency of the licensing process.

134, Communications: Any communications from an applicant, its affiliates, associates or beneficial
owners or their representatives that discloses or comments on bidding strategies, including but not
limited to the intent of bidding and post-auction market structures, shall be considered contrary to this
Framework and may result in disqualification and/or forfeiture penalties. Statements that indicate
national or particular licence areas of interest will gencrally be found to be in contravention of the rules
on prohibition of collusion. This will include communications with or via the media. This prohibition of
communication applies until the public announcement of provisional licence winners by

Industry Canada.

135.  Prior to the auction, an applicant who wishes to participate separately in the licensing process
may approach another potential bidder to discuss a joint infrastructure build, a joint equipment
purchasing agreement or a potential spectrum sharing agreement under the circumstances outlined in the
following two paragraphs:

136. Once a consortium has been established and if the entities within that consortium have had
communications that contravene the anti-collusion rules, these entities would no longer be eligible to
participate scparately in the auction. The same entities would therefore no longer be deemed competitors
for the purpose of the auction, and discussions regarding issues such as bidding strategies could then
take place. Should the consortium be dissolved prior to the auction, only one of the entities would be
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eligible to participate in the auction, and all parties would continue to be subject to the prohibition of
collusion rules. The same restrictions apply to entities that have had unsuccessful discussions regarding
the formation of a consortium to bid as a single bidder.

137,  Where communications that fall within the definition of associated entities have taken place, the
nature of the association must be disclosed. Entities applying to participate separately are required to
make a declaration that they have not entered into and will not enter into any agreements or
arrangements of any kind with any competitor regarding the amount to be bid, bidding strategies or the
particular licence(s) on which the applicant or competitor will or will not bid. In the case where
discussions that contravene the prohibition of collusion rules have ocourred, the entities would only be
permitted to participate in the auction as one single bidder, or only one of the entities could participate.

138.  Discussion regarding beneficial ownership: Information regarding the beneficial ownership of
cach applicant will be made publicly available so that all bidders have knowledge of the identity of other
bidders. Any discussions involving two bidders or any of their affiliates or associates regarding an
addition or a significant change of beneficial ownership of a bidder, from the receipt deadline for
applications untit the public anncuncement of provisional licence winners by Industry Canada, would
fall into the area of prohibited discussions and would be considered contrary to the auction rules.

139.  However, an applicant may discuss changes in beneficial ownership with parties who are
completely unrelated to other applicants, as long as:

« any change to the beneficial ownership of the applicant that provides a new party with a beneficial
interest or which significantly alters the beneficial ownership structure is effected at least 10 days
before the sealed bid deadline; and

« the applicant informs the Minister of Industry immediately in writing of any change in beneficial
ownership, which will be reflected in its published qualified bidder information on Industry Canada’s
Spectrum Management and Telecommunications website (http:/www.ic.gc.ca/spectrum).

140. Bidders must cease all such negotiations at least 10 days before the sealed bid deadline untif the
public announcement of provisional licence winners by Industry Canada.

141.  Discussions on tower sharing: The prohibition of communication includes discussions about
tower and site sharing with respect to the licences that are the subject of this auction until the receipt
deadline for payment of winning bids. Discussions concerning new arrangements or the expansion of
existing sharing arrangements that relate to spectrum outside of the AWS-3 auction process are not
prohibited.

142.  Communication with Local Exchange Carriers: The prohibition of communication includes
discussions regarding interconnection services with a local exchange carrier (LEC) that is a qualified
bidder (or one of its affiliates/associates) in this auction, where the services relate to spectrum in the
AWS-3 band.

143, Consulting Services, Legal and Regulatory Advice: Separate bidders may not receive consulting
advice from the same auction consulting company. Separate bidders may receive legal and regulatory
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advice from the same law firm provided that the law firm complies with the conflict of interest and
confidential information requirements of the applicable law society and that the applicants otherwise
comply with the provisions set forth in this document.

9, Conditions of Licence

144. TIndustry Canada sought comments on the standard conditions of licence that would apply to
ficences issued through the auction process for spectrum in the AWS-3 band.

9.1 Licence Term

145.  The FSAC, states that Industry Canada has adopted a flexible approach in determining licence
terms (up to 20 years) based on the specific spectrum being offered and subject to a public consultation
preceding the specific auction or renewal process.

146, The AWS-3 band has the potential to facilitate the offering of high-capacity mobile broadband
services to Canadians. Given that the use of this band for mobile services is globally harmonized, there
is little risk that there will be any usage changes to or developments in technology that would result in a
change that is incompatible with mobile services.

147.  In light of the above, Industry Canada proposed that auctioned spectrum licences in the AWS-3
band have a licence term of 20 years.

Summary of Comments

148.  Bell, Eastlink, K-Net, Niagara Networks, PIAC, MTS, Québecor, Rogers, SaskTel, Thaytel,
TELUS and WIND all supported the proposed 20-year licence term.

[49.  ABC Communications would prefer a 10-year licence term, with a 10-year renewal term that is
contingent upon meeting the deployment requirements, since this provides business certainty required to
support a substantial investment into the construction of a network.

150. Xplomet said it can appreciate that the certainty of a 20-vear licence term would allow potential
new entrants to make significant investment decisions with confidence; however, licences should be for
a shorter term of 10 years due to the rapid change in technology and its implications.

151, McNally et.al. suggested that 20 years is too long a time for valuable spectrum to be reserved for
private exclusive use, with little chance of reappraisal of the public value. They mentioned that the FCC
has planned for 12-year licence terms. In the reply comments, McNally supported ABC
Communications and Xplornet.
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Discussion

152.  The majority of respondents were supportive of the proposed 20-year licence term.

Industry Canada remains of the view that the AWS-3 band has the potential to support high-capacity
mobile broadband services for Canadians and there is little risk that there will be any usage changes to,
or developments in, technology that would result in a change that is incompatible with mobile services.
Therefore, the licence term for the AWS-3 licences will be 20 years.

Decision

D15 — The condition of licence reiating to Licence Term is as follows:

The term of this licence is 20 years. At the end of this term, the licensee will have a high
expectation that a new licence will be issned for a subsequent term through a renewal process,
unless a breach of licence condition has occurred, a fundamental reallocation of spectrum to a
new service is required, or an overriding policy need arises.

The process for issuing licences after this term and any issues relating to renewal, including the
terms and conditions of the new licence, will be determined by the Minister of Industry
following a public consultation.

9.2  Licence Transferability and Divisibility

153. Commercial mobile spectrum is an important resource to be managed for the economic and
social benefit of Canadians. In general, spectrum licences may be transferred in whole or in part (either
in geographic area or in bandwidth) subject to the approval of the Minister. All commercial mobile
spectrum licence transfer requests are subject to review under the Framework Relaling to Transfers,
Divistons and Subordinate Licensing of Spectrin Licences of Conunercial Mobile Spectrum, (the
Transfer Frarﬂev\fork)10 as provided for in the proposed condition of licence below,

154. Asthe AWS-3 band is commercial mobile spectrum, the Transfer Framework will apply to these
licences. As noted in the policy objectives described in Section 2 and in the Consultation,

Industry Canada views the licensing of AWS-3 spectrum as a key oppertunity to support competition
and to enable new entrants to improve their wireless networks.

155. Industry Canada proposed wording for the condition of licence on transferability and divisibility
consistent with the Transfer Framework and with other commercial mobile licences.

Transfers of commercial mobile spectrum are subjeet to review in accordance with CPC-2-1-23, Licensing Procedure for
Spectrum Licences for Tervestrial Services, and take into consideration decisions rcleased in the franework Relating to
Transters, Divisions and Subordinate Licensing of Spectrum Licences for Commercial Mobile Spectrum.
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Summary of Comments

156. ABC Communications, Eastlink, K-Net, MTS, Niagara Networks, PIAC, SSi, Thaytel, and
WIND supported Industry Canada’s wording for the condition of licence on transferability and
divisibility.

157. Rogers does not support the current licence transfer regime since it believes that Industry Canada
should eliminate restrictions on the transfer of mobile spectrum licences in the secondary market, that
the Department’s spectrum licence transfer policy might prevent mobile spectrum from being put to its
highest use, and that Canadians will be better served by the unrestricted transfer of mobile spectrum.
Bell agreed with Rogers' concerns with the current licence transfer regime, arguing that that there is a
degree of uncertainty due to the fact that any transfer might not be permitted, and requested that
Industry Canada confer the maximum amount of certainty and predictability into its review processes.

Discussion

158.  Since the AWS-3 band is commercial mobile spectrum, the Transfer Framework will apply to
these licences. The wording will be maintained as proposed in the Consultation, as shown below.
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Decision

D16 — The condition of licence relating to Licence Transferability and Divisibility is as follows:

This licence is transferable in whole or in part (divisibility), in both bandwidth and geographic
dimensions, subject to Industry Canada’s approval. A Subordinate Licence may also be issued
with regard to this licence. Industry Canada’s approval is required for each proposed
Subordinate Licence.

The licensee must male the Transfer Request in writing to Industry Canada. The Transfer
Request will be treated as set out in Client Procedures Circular CPC-2-1-23, Licensing
Procedure for Spectrum Licences for Terrestrial Services, as amended from time to time,

The licensee must apply in writing to Industry Canada for approval prior to implementing any
Deemed Transfer, which will be treated as set out in CPC-2-1-23. The implementation of a
Deemed Transfer without the prior approval of Industry Canada will be considered a breach of
this condition of licence.

Should the licensee enter into any Agreement that provides for a Prospective Transfer with
another holder of a Licence for commercial mobile spectrum (including any Affiliate, agent or
representative of the other licence holder), it must apply in writing to Industry Canada for
review of the Prospective Transfer within 15 days of entering into the Agreement, which will be
treated as set out in CPC-2-1-23. Should Industry Canada issue a decision indicating that the
Prospective Transfer is not approved; it will be a breach of this condition of licence for a
licensee to remain in an Agreement that provides for the Prospective Transfer for a period of
more than 90 days from the date of the decision.

In all cases, the licensee must follow the procedures as outlined in CPC-2-1-23.

All capitalized terms have the meaning ascribed to them in CP(C-2-1-23.

9.3 Deployment Requirements

159. The objective of a deployment requirement is to ensure that the AWS-3 spectrum is deployed in
a timely manner. Such a condition will serve to deter the acquisition of spectrum licences by speculators
and those whose intent is to prevent access to the spectrum by their competitors.

160.  Similar conditions of licence have been applied to previously auctioned spectrum licences. In the
2008 AWS auction, levels of deployment were set for each licence area based on the population of the
major urban centres for that particular licence area for Tier 2 and Tier 3 service areas. These levels were
also set out for the general deployment requirements for the 700 MHz and 2500 MHz auctions,

161. The Department proposed a S-year deployment requirement based on the Tier 2 service area
using the AWS-1 Tier 2 population coverage levels to encourage use of the specirum in a timely
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manner, The Department also proposed a 10-year deployment requirement such that in each Tier 2
licence area licensees would be required to meet the equivalent AWS-1 Tier 3 population coverage
levels to encourage deployment to additional comniunities.

162. Industry Canada further proposed that where a licence is transferred during the initial 10 years,
the requirement for the new licensee to deploy will continue to be based on the initial licence issuance
date.

Summary of Comments

163,  WIND, SSi, Eastlink, MTS, Telus and Niagara Network supported the proposed deployment
requirements.

164. Rogers supported the proposed use of 5-year, Tier 2 deployment requirements for the open
bidding block but suggested that the set-aside should have tougher deployment targets.

165. Thaytel said that it finds the Tier 2 deployment requirements high for regional service providers
to meet in low population areas and that the proposed levels will be a significant challenge; however, the
company believes that it will be able to meet the proposed levels, even at the Tier 3 level.

166, K-Net and Québecor suggested that the requirements will be difficult to meet. K-Net notes that
although the company serves a large percentage of the geography of Northern Ontario, it currently only
serves 7% of the population. Québecor states that the timelines should be pushed back due to the
possibility of equipment not being available.

167. McNally et.al., PIAC, SaskTel, Xplornet and Bell all suggested that the proposed deployment
requirements are inadequate. They all suggested different ways to increase the levels. PIAC indicated
that the minimum population levels for the 10-year deployment requirement should be increased by 2.0
times in urban areas, and 1.5 times in non-urban areas. Xplornet proposed that the first deployment
requirements be at least 60% of the population at vear 3 or 4, and 90% or more by year 7. SaskTel
proposed that Industry Canada require that every major city centre with a population of more than
10,000 within each Tier 3 service area be covered within the first 10 years.

Discussion

168. Deployment requirements have been used in previous licensing processes to encourage the
delivery of service in a timely manner. The recommendations for depleyment proposed in the
Consultation recognize Industry Canada’s objective of ensuring that the spectrum be used for the
cconomic and social benefit of Canadians. However, several respondents raised concerns regarding the
timelines and the levels proposed,

169.  Given the time required to clear incumbents from the AWS-3 band in the U.S. and the ongoing
complexities of deploying within the band, the FCC has taken the exceptional approach of awarding
licences for terms that are from 2 to 5 years longer than its typical licence term (depending on the impact
on licensees) and has established interim deployment deadlines between years 6 and 9.
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170. ‘The Department similarly recognizes the unique circumstances in the AWS-3 band that could
delay the development and availability of a suitable ecosystem for AWS 3 in Canada. Industry Canada is
of the view that this combination of factors could make deployment to the proposed 5-year targets
infeasible. In recognition of these uniquely challenging circumstances, Industry Canada will not adopt
the proposed 5-year, Tier 2 deployment requirement.

171. However, the Department is still of the view that Canadians would benefit from a rapid and wide
deployment, and that strong deployment requirements are appropriate given the growing demand for
mobile data services across the country and the high value placed on spectrum resources. Absent the
requirement to deploy within 5 years, Industry Canada will adopt a deployment requirement such that in
cach Tier 2 licence area, licensees will be required to meet the Tier 3 population coverage levels shown
in Annex E at 8 years, rather than the 10 years proposed in the Consultation. Such a timeline responds to
stakeholder concerns by providing licensees with more time and greater flexibility to deal with
ecosystem delays, while ensuring timely deployment across Canada.

172, Several stakeholders also argued that the proposed deployment requirements could be modified
to better support the Department’s objective to see the benefits of the spectrum made available to
Canadians across the country, including those in rural areas, in a timely fashion. Industry Canada
considered the various proposals and has determined that an increase of 10% to the AWS-1 Tier 3
coverage levels in each service area will expedite deployment beyond large and medium population
centres, resulting in more timely access to advanced wireless services in more rural arcas and small
communities. Compared to the proposed 10-year deployment requirements, in low population density
tiers, the 10% increase will result in 1.5 to 2 times the population having access to AWS-3 services. In
tiers with higher density populations, the 10% increase will require AWS-3 licensees to deploy beyond
the urban core or to more communities within the tier, Overall, the 10% increase in minimum population
requirement will result in service to more than three million more Canadians two years earlier than what
was initially proposed. ‘

173, TIn consideration of the above, the condition of licence for deployment is as shown below.
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Decision

D17 — The condition of licence relating to Deployment Requirement is as follows:

Licensees will be required to demonstrate to the Minister of Industry that this spectrum has
been put to use as specified in Annex E of this Framework within eight years of the initial
issuance of the licence. When the spectrum is pat to use, it shall be used to provide services
predominantly to Canadians within the service area.

Where a licence is transferred during the initial eight years of the licence term, the requirement
for the new licensee to deploy will continue to be based on the initial licence issnance date.

94 Conditions of Licence that Apply to AWS-3

174, The Department also sought comments on the overall conditions of licence that would apply to
the AWS-3 licences as proposed in Annex B of the Consultation.

Summary of Comments

175, Only TELUS submitted comments regarding the conditions of licence which were proposed in
Annex B of the Consultation, TELUS proposed changes to the condition of licence regarding Research
and Development (R&D), suggesting that it is antiquated and no longer necessary and proposed that it
be removed.

Discussion

176,  In February 2014, Industry Canada released a decision modifying the condition of licence
requiring licensees to invest a portion of their adjusted gross revenues in research and development
(R&D) activities, as published in SLPB-002-14, Decisions on Conditions of Licence Regarding
Research and Development and Learning Plans. This revised condition of ticence applies to all existing
spectrum and satellite licences that are currently subject to the R&D condition of licence and as such, it
will apply to the new spectrum licences in the AWS-3 band,

Decision

D18 — Spectrum licences which are assigned as a result of the AWS-3 auction will be issued with
the conditions of licence described in Annex D,
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10.  Auction Process

177. Industry Canada sought comments on the proposed general process for submitting an application
to participate in the AWS-3 auction, as well as the proposed general requirements and rules that apply
prior to, during and post-auction,

Summary of Comments

178.  Eastlink, K-Net, Québecor, SaskTel, Thaytel, and WIND supported the proposed auction process
without additional comments. MTS had no objection to the auction process and no additional comments.

179. Rogers supported the proposed auction process, but suggested that a question and answer session
could be added as well as a date for final auction policy publication and final publication of results.
Rogers submitted that publication of the final results will be required 30 days or no less than two weeks
in advance of the 2500 Mz auction so that prospective bidders in the 2500 MHz auction will be able to
finalize their valuations and bidding strategies.

180, Bell supported the proposed auction process, but agreed with Rogers that certain events and
milestones should be included. These included a clarification phase, a date by which the Department
will publish the final auction policy, and the date the final results of the auction will be published. Bell is
also in agreement with Rogers that the timing of the release of the final results is important given the
timeframe between the AWS-3 and 2500 MHz auctions,

181.  SSi supported the auction process, but indicated that the possibility of delays could tie up
deposits for an extended period. They suggested a lower deposit amount, such as one-third of what is
proposed in the consultation.

182.  Xplornet supported the proposed auction process; however, the company expressed concerns that
participants must make independent decisions about the 2500 MHz auction without considering the
outcome of the AWS-3 auction and indicated that smaller participants may only be able to commit to
one auction process, and if they are unsuccessful, may not be able to participate in the other auction.

Discussion

183.  Additional timing information on key milestones and important dates are detailed on the Tuble of
Key Dates released at the same time as this decision. Section 17 addresses the process for submitting
clarification questions.

Decision

D19 — The following subsections 10.1 to 10.9 outline the process for the AWS-3 auction,
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10.1  Application to Participate

184. To participate in the auction, all applicants must submit the completed application forms, along
with the financial deposit, details of the applicant’s beneficial ownership, information on any affiliations
and associations as discussed in Section 8 of this document, information on the eiigibility to bid on the
set-aside spectrum licences in each tier, and other documentation as required, by the date specified.
Industry Canada will publish the list of applicants on its website soon thereafter, and other
documentation as required, by the date specified on the Table of Key Dates.

185, The application forms for participation will be available on request by sending an email to:
spectrum.auctions@ic.ge.ca. Additional documentation may be required in support of the application
forms.

10.2  Submissions

186. In the interest of providing Industry Canada and other bidders with adequate information on the
identity of all bidders, applicants are required to fully disclose the beneficial ownership for every entity
that owns, directly or indirectly, 10% or more of the applicant’s voting shares, non-voting shares,
partnership interests, or any other beneficial interests, as the case may be. Associated entities wishing to
participate separately in the AWS-3 auction are required to disclose the names of their associated
entitics within their application, and to provide narratives describing all key elements and the nature of
the association in relation to the acquisition of the spectrum licences being auctioned and the
post-auction relationships of the said entities. A list of applicants, their beneficial ownership
information, affiliated entities and the narrative on any associated entity relationships will be made
available on Industry Canada’s Spectrum Management and Telecommunications website, prior to the
auction, so that all bidders have knowledge of the identity of the other bidders. Applicants are not
permitted to change their beneficial ownership within 10 days preceding the deadline for sealed bids.

187. Entities are encouraged to approach Industry Canada at least two weeks prior to the application
date if seeking guidance or a predetermination as to whether their arrangement or proposed arrangement
would be considered to give rise to a finding of association,

188. Where an applicant intends to bid on the set-aside licences, the applicant will be required to
demonstrate that it is a new entrant, actively providing commercial mobile wireless services using
licensed spectrum in the Tier 2 service area, with minimum coverage levels (see Section 6, Table 2).
Applicants must demonstrate this by providing relevant documentation for each service area, including:

» site data and detailed coverage maps based on spectsum licensed to the applicant in the service area;
» the services being offered in the service area;

« the retail/distribution network;

+ the devices that are offered to customers to provide the service;

« how subscribers access services; and

« the subscribership in each service area (including the fevel of national subscribership).
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Applicants should also include any other information considered relevant to support eligibility.
Industry Canada may request additional documentation.

10.3 Pre-Auction Financial Deposit

189.  In order to enhance the integrity of the auction, the Department will require that all bidders
submit a pre-auction financial deposit with their application to participate in the auction.

190. Each participating bidder will be required to submit a financial deposit equal to the opening bid
of the licence(s) on which it intends to bid. These amounts will be kept confidential.

191. Financial deposit(s) will be returned to any applicant not found to be a qualified bidder, any
applicant that provides written notification to the Department of its withdrawal from the process prior to
the auction’s commencement, and any bidder that fails to win a licence during the auction.

10.4  Process to Submit Applications and Financial Deposit

192.  The application forms, the associated documents (as per the instructions on the application
forms) and the total pre-auction financial deposit are to be physically delivered to the Manager, Auction
Operations, by the date specified. Industry Canada, under exceptional circumstances, may decide to
accept additional documentation after the deadline, but prior to publication of the list of applicants, on
request of the proposed applicant. Applications that are received without a deposit will be rejected.

193.  Upon receipt of the application and the associated documentation, Industry Canada will send a
notification to the applicant, advising that the application materials have been received and confirming
the amount of the deposit that has been submitted. This notice will in no way mean that the application
materials or the deposit have been approved.

194, The financial deposit must be in the form of a certified cheque, bank draft, money order, wire
transfer, or an irrevocable standby letter of credit, payable 1o the Receiver General for Canada, drawn on
a financial institution that is a member of the Canadian Payments Association. The elements reqguired in
a letter of credit, as well as a sample letter of credit acceptable to Industry Canada, will be provided as
part of the application forms. Multiple letters of credit (or other forms of payment) from one or more
financial institutions will be permitted within reason. Industry Canada will treat the financial deposit for
an applicant as being the sum of the amounts of each accepted letter of credit. Each letter of credit must
comply with the following conditions, which will be detailed in the application package. No letter of
credit shall have any conditions requiring Industry Canada to draw on the letters in any particular order
of priority, or requiring any letter to be drawn upon completely before drawing upon any other letter. In
the event that a qualified bidder does not become a provisional licence winner, the financial deposits that
were submitted in the form of a letter of credit will be returned. Refunds to deposits submitted in the
form of a certified cheque, bank draft, money order or wire transfer will likely take longer (perhaps
several weeks longer) than a refund submitted by way of a letter of credit, as a cheque from the Receiver
General for Canada will need to be processed.
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195,  If, prior to the application deadline, an applicant wishes for any reason to amend any of the
forms that it has submitted and/or its financial deposit, it may submit one or more amended forms and/or
financial deposit with an accompanying letter explaining that the enclosed form(s) and/or financial
deposit are to replace the one(s) previously submitted. Any such amendments are to be physically
delivered to the Manager, Auction Operations, by the receipt deadline for applications to participate in
the auction.

196.  Upon receipt of an amended form(s) and/or financial deposit, Industry Canada will send a
notification to the applicant that the amended form(s) and/or deposit have been received. The
notification will state the amount of the new deposit that has been submitted. Where the financial
deposit is in the form of an irrevocable standby letter of credit, the initial irrevocable standby letter of
credit will also be returned to the applicant where applicable. Where the financial deposit is in a form
other than an irrevocable standby letter of credit, any partial reimbursement of the financial deposit may
take several weeks.

197. A list of all applicants will be made public via Industry Canada’s Spectrum Management and
Telecommunications website (hitp://www.ic.ge.ca/spectrum). The publication of this list in no way
means that these applicants have been approved as qualified bidders.

10.5 Bidder Qualification

198. Industry Canada will review the application forms (and any associated documents) and the
accompanying financial deposit after the closing date for the submission of applications, Applications
that are received without a deposit by the application deadline will be rejected.

199. In this initial review, the Department will identify any errors in the application forms or
financial deposit. It will also determine whether any additional information related to any affiliate or
associated entity of the applicant, or to the qualifications to bid on set-aside spectrum in certain licence
areas, is required.

200. Following the initial review period, Industry Canada will provide applicants with an opportunity
to correct any errors or inconsistencies in their application or financial deposit, and will request any
additional information related to affiliated or associated entities, and eligibility for the set aside
spectrum, if required. A copy of the original applications may be returned to the applicant with a brief
statement outlining any discrepancies and/or omissions, or requesting additional information. The
applicant will be invited, in writing, to resubmit the corrected form and/or the additional information and
to physically defiver this to the Manager, Auction Operations, by the date specified in the written
statement.

201.  Applicants that do not comply with this request will have their application to participate in the
auction rejected. Applications that are rejected, including those for which an opportunity has been
provided to correct errors or inconsistencies identified by Industry Canada but are still found to be
deficient, may be refurned to the applicant, outlining the deficiencies, along with the applicant’s deposit.
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202. Those applicants that have submitted acceptable application materials, including the
accompanying financial deposit, will receive a letter confirming that they are considered a qualified
bidder. In addition, those applicants who have submitted material related to eligibility to bid on set-aside
spectrum will be advised on their eligibility in each applicable licence area.

203, A list of all qualified bidders, along with information related to their beneficial ownership,
affiliates and associated entities, will be made public via Industry Canada’s website,

10.6 Withdrawal of Application Forms

204,  Applicants wishing to withdraw their application materials and have their financial deposits
returned may do so, without prejudice, by sending a written request to the Manager, Auction Operations,
on or before the business day preceding the receipt deadline for sealed bid.

10.7 Change of Information

205.  Only the Auction Authorized Representative of the bidding company may notify the Manager,
Auction Operations, of any material changes in the information submitted in the application documents.
Written notification must be sent by the Auction-Authorized Representative within five business days of
such changes.

206. The Auction Authorized Representative is the individual nominated by the applicant to receive
and submit all documentation pertaining to the licensing process for spectrum licences of the AWS-3
band.

10.8 Submission of Auction Bids

207. A completed auction bid form and bid file, which includes the bid amount for each licence or
combination of licences for which the bidder is placing a bid, must be placed in a separate, scaled
envelope, with only the bidder’s name, complete mailing address, email address, and the name of this
licensing process clearly identified on the front of the envelope, and physically delivered to the
Manager, Auction Operations, by the receipt deadline for sealed bids. The amount of each bid must
reflect the amount that the bidder is willing to pay for the associated licence(s). No bids will be accepted
after 12:00 p.m., noon, EST, on the receipt deadline for sealed bids. Following the auction, the
Department will publish, on its website (http://www.ic.gc.ca/spectrum), a list of all bids received.

10.9 Determination of Provisional Licence Winners

208. The sealed envelopes will be opened and examined by departmental officials following the
receipt deadline for sealed bids. To be considered valid, a bid must be equal to or greater than the
opening bid price, or, in the case of a package bid for blocks J1 and J2 in a given licence area, the
combined opening bid price; the previously submitted deposit must be equal to or greater than the
amount of the opening bid price of the licence being bid upon; the bid form must be completed correctly
and legibly; and the bid must be submitted by a qualified bidder.
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209,  Where a bid is placed on a licence on which the bidder is not eligible to bid, that bid will be
ignored. Only valid bids will be used to determine the provisional winning bid(s).

210, Bids for the set-aside block can only be made per licence; the winning bid will be the highest bid
for each licence. For the open-bidding blocks within a Tier 2 licence area, bids can be made as a
package bid for both of the licences and/or for individual licences within a given area. The winning
bid(s) in each service area will be the greater of either the highest package bid or the highest sum of bids
on individual licences, In each service area, bidders are able to win, at most, one of the bids they placed
on the open-bidding blocks, For example, a bidder that places bids for each of the individual blocks but
not for the package would only be able to win one of the blocks.

211, A reserve bid at the opening bid price will be included in the determination of provisional
winning bidders and the prices to be paid for each open-bidding and set-aside licence within a given
service area. In this process, it is as if Industry Canada is a bidder in the auction, placing a bid on all
licences at the opening bid price. For the open-bidding blocks, including a reserve bid for both licences
ensures that the incremental value that a bidder would be prepared to pay for an additional licence is at
feast the opening bid price of that licence. The two reserve bids for the open-bidding blocks within a
service area will not be treated as a package, but rather as having been placed by different bidders.
Therefore, in all instances where there is no second bid, the opening bid prices noted in Section 7.3 will
be considered the second highest bid (see Annex C for bidding examples).

212.  To mitigate the possibility of a tie, bidders are encouraged not to bid in round figures. In the
event of a tie, bidders involved in the tie will be requested to enter a second sealed bid in an attempt to
break the tie. If required, the Department will provide tied bidders the details of the procedure to submit
further bids to break the tie. Should there be a second tie, bidders will be requested to enter a third sealed
bid in an attempt to break the tie. This procedure will be repeated until there is no tie.

213. Following final payment for auctioned licences, the Department will publish on its website a list
of all bids received, including bidder names and bid amounts, the name of the provisional licence
winner(s) and the licence(s), if any, that did not receive bids. The Department will also notify the
provisional winning bidder(s) and inform them of payment requirements,

214, The auction will be considered closed upon publication of the provisional winning bidder(s).

11. Post-Auction Process

215. Given that there were no comments received and that the post-auction process alighs with other
auction processes, Industry Canada will implement the post-auction process as proposed.

Decision

D20 — The following subsections 11.1 to 11.3 outline the AWS-3 post-auction process,
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11.1 Bidder Payment

216,  Within 10 business days following the announcement of provisional winners, each provisional
licence winner will be required to submit 20% of its final payment.

217.  The remaining portion, 80% of the final payment, will be due within 30 business days of the
announcement of the provisional licence winners. Failure by the winning bidder to make these final
payments in a timely fashion will result in the licence not being issued, and the bidder will be subject to
the applicable forfeiture penalty (see Section 11.2 — Forfeiture Penalties). These final payments will be
non-refundable. If the licence winner fails to make these payments within the specified period, then the
provisional winner’s irrevocable standby letter of credit will be drawn upon.

218.  All payments must be made by certified cheque, bank draft, or wire transfer, payable to
the Receiver General for Canada, drawn on a financial institution that is a member of the
Canadian Payments Association.

219. These bid payments for the initial 20-year term are in licu of any fees fixed for the radio
authorization under the Radiocommunication Act or any other Act.

11.2 Forfeiture Penalties

220. Following the conclusion of the auction, winning bidders that fail to comply with the specified
payment schedule as outlined in the Table of Key Dates, or fail to come into compliance with the
eligibility requirements of the Radiocommunication Regulations, will forfeit their bids and will no
longer be deemed to be a provisional licence holder. Furthermore, non-compliant bidders will be subject
to a penalty in the amount of the difference between the forfeited licence payments and the eventual
revenue from payments or fees for the licence(s), if the eventual revenues are lower than the forfeited
licence(s) payment(s) — to be determined by a subsequent licensing process. This is referred to as the
forfeiture penalty.

221, In the event of licence forfeiture, the bidder’s irrevocable standby letter of credit will be drawn
upon for the full amount of the interim proxy forfeiture penaity, which will be the full amount bid for the
licence(s) forfeited, If the interim proxy forfeiture penalty is greater than the full amount of the bidder’s
irrevocable standby letter of credit, combined with any partial payment, or if the letter of credit has been
returned or has expired, then the difference will be owing and payable to the Receiver General for
Canada.

792, A bidder that forfeits on a licence (or any of that bidder’s affiliated and associated entities) may
not be eligible to bid on any subsequent licensing process for this band.

11,3 Issuance of Licences
223, Industry Canada will issue spectrum licences to provisional winners upon completion of payment

of the sum of their bids and the sum of their penalties, if any.
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12. Post-Auction Licensing Process for Unassigned Licences

224, Industry Canada will consider making unassigned licences available for licensing through an
alternative process, which could include a subsequent auction at a later date following the close of the
initial auction. The timing and form of such a process will depend on the demand for the available
licences. Industry Canada will conduct a public consultation should it consider it necessary.

13. Licence Renewal Process

225.  Following the end of the initial licence term, licensees will have a high expectation of renewal.
New licences will be issued for a subsequent term through a formal renewal process unless the Minister
determines that a breach of licence condition has occurred, a fundamental reallocation of the spectrum to
a new service is required, or an overriding policy need arises. In the absence of the previously outlined
determinations, the renewal process facilitates the continued provision of services by existing licensees.

226.  As part of the licence renewal process, the Minister of Industry retains the power to fix the new
terms and conditions of spectrum licences and to amend these during the new term of the licence and in
accordance with subsection 5(1) of the Radiocommumication Act. As noted in the FSAC, licence fees
that reflect some measure of market value will apply to licences issued through a renewal process.
Accordingly, the renewal process will serve to determine whether new licences will be issued, the terms
and conditions that will apply to the new licences and the applicable licence fees.

227.  Generally, approximately two years prior to the end of the licence term, Industry Canada will
review whether there is a need for a fundamental reallocation of the spectrum to a new service, or
whether an overriding policy need has arisen. A review of the licensee’s continued compliance with the
conditions of licence will also begin. Industry Canada will launch a public consultation to discuss
whether, in light of the above-noted issues, new licences should be issued for a subsequent term. The
consultation paper will also propose, and invite comments on, licence conditions and fees that would
apply during the subsequent licence term.,

14.  Revisions to the Canadian Table of Frequency Allocations (CTFA)

228,  Frequency allocations are an important first step in developing spectrum utilization policies that
foster the implementation of new radiocommunication services. Modifications to the CTFA are intended
to reflect the public interest in introducing new wireless services that benefit Canadians and respond to
marketplace demands. As a result, the Department proposed several modifications to the CTFA to allow
for the implementation of new commercial mobile radio services in the AWS-3 band.

229. Currently, the CTFA includes a primary allocation to the fixed service and a secondary
allocation to the mobile service in the band 1755-1780 MHz. The mobile service includes domestic
footnote C3, which limits the mobile use to the Government of Canada.
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230. The CTFA also includes domestic footnote C37 to indicate the possible designation of the bands
1755-1780 MHz, 2020-2025 MHz and 2155-2180 MHz to AWS, subject to future consultation.

231. The Department proposed to make the following changes to the CTFA for the AWS-3 band:

split the band 1755-1850 MHz into two bands, 1755-1780 MHz and 1780-1850 MHz;
upgrade the mobile allocation in the band 1755-1780 MHz to primary;

remove footnote C5 from the band 1755-1780 MHz; and

modify footnote C37 (CAN-06) to remove the bands 1755-1780 MHz and 2155-2180 Mlz.

*

Summary of Comments
232.  Ofrespondents who commented on proposed changes to the CTFA, all were in agreement.
Discussion

233.  As no objections were raised with respect to the proposals, no further consideration is required.
The Department will modify the CTFA as shown below.

Decision

D21 — The Canadian Table of Frequency Allocations will be updated as follows:

MHz

1 710 -1 755 FIXED
MOBILE 5.384A
5.149 5.341 5.385 5.386

1755—-1780 FIXED
MOBILE 5.384A
5.386

1 7801830 FIXED
Mobile 5.384A C5
5.386

1 850 -2 000 FIXED
MOBILE 5.384A 5.388A

5.388 5.389B C35
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2000 -2 020

FIXED

MOBILE

MOBILE-SATELLITE (Earth-to-space) 5.351A
5.388 5.389A 5.389C 5.389E C36

2020-2025

FIXED
MOBILE
5.388 MOD C37

2025-2110

EARTH EXPLORATION-SATELLITE (Earth-to-space}(space-to-space)
FIXED

SPACE OPERATION (Earth-to-space) (space-to-space)

SPACE RESEARCH (Earth-to-space} (space-to-space)

Mobile 5.391 C5

5.392

2110-2120

FIXED

MOBILE 5.388A

SPACE RESEARCH (deep space) (Earth-to-space)
5.388

2120-2 180

FIXED
MOBILE 5.388A
5.388

C37 (CAN-14)

C5 For the exclusive use of the Government of Canada.

The designation of the band 2 020-2 025 MHz for Advanced Wireless Services

may be the subject of a future public consultation.

15.  Incumbent Transition Plan

234 As discussed in the Consultation, the band 1755-1780 MHz is licensed to some legacy fixed
point-to-point microwave links and the band 2155-2180 Mz is licensed to some fixed MCS/MDS
systems. Both bands are subject to moratoriums on new fixed licensing and in the case of the band
2155-2170 MHz, a transiticn policy for fixed systems has been in place since 2007,

235.  Similar to the transition plans for the PCS and AWS-1 bands, Industry Canada proposed that
these incumbent fixed licensees be afforded a reasonable notification period before displacement

following the AWS-3 licensing process. The Department also proposed that the transition policy be
based on the displacement of incumbents on a “where necessary” basis. The continued operation of
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existing microwave systems would be permitted if it does not prevent the timely deployment of planned
AWS-3 systems.

Summary of Comments

236.  All respondents who commented on the proposed incumbent transition plan were in agreement.
Discussion

237.  As no objections were raised with respect to the proposal, no further consideration is required.

Decision

D22 — The following transition policy will apply to existing fixed service licensecs in the
1755-1780 MHz and 2155-2180 MHz band:

Fixed licensees that are preventing the deployment of AWS-3 systems are subject to
displacement after receiving notification from the Department. Industry Canada will send such
| notifications in cases where an AWS-3 licensee demonstrates that the incumbent is preventing
deployment. Nofe that this does not prevent the partics in question from reaching arrangements
between themselves whereby both operations can be accommodated.

After the close of the auction and licensing, the AWS-3 operator will be responsible for:

(a) identifying the specific fixed station frequency assignments that may prevent deployment of
AWS-3 systems; (b) informing Industry Canada of the areas, the spectrum required and the
time frames; and (¢) requesting that Industry Canada provide a displacement notice to the
incambent licensee. Industry Canada will assess the request and provide a displacement notice
to the incumbent licensee, providing a minimum notification period as follows:

i. oneyear for AWS-3 implementation in urban areas having a population of 30,000 or more,
and those along major highway corriders;

ii. two years for AWS-3 implementation in other markets; or

iii. another time frame that is mutually acceptable between the new licensee and the incumbent.

16. Other Technical Considerations

238.  The Department proposed to harmenize its technical rules with those of the United States to the
extent feasible to ensure that Canadians have access to equipment that can be used throughout Canada
and the United States, Harmonization will allow for economies of scale, which may lead to lower cost
equipment for Canadian consumers, facilitate cross-border coordination and support the efficient use of
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the radio spectrum. This approach is also consistent with enabling guideline h) of the SPFC, which states
that “spectrum policy and management should support the efficient functioning of markets
by.,.harmonizing spectrum use with international allocations and standards, except where Canadian
interests warrant a different determination.”

239.  The Department also proposed to identify detailed technical requirements in an applicable
Standard Radio System Plan (SRSP) and Radio Standards Specification (RSS) and to develop these
standards in consultation with stakeholders, including the Radio Advisory Board of Canada. A summary
of the proposed technical rules was outlined in Annex I2 of the Consultation.

Summary of Comments

240. 'With one exception, everyone who commented agreed with the proposal to harmonize technical
rules with those of the United States. TELUS supported the proposed technical rules with one minor
revision and an amendment, Specifically, TELUS proposed to clarify the out-oif-band emission limit to
specify an out-of-band limit “at and beyond” the band edges 1755 MHz, 1780 MHz, 2155 MHz and
2180 MHz to protect adjacent services. The proposed text specified an out-of-band emission limit at the
band edges,

241, TELUS also noted that the technical rule proposals did not specify a measurement bandwidth for
out-of-band emissions and suggested that the Department align its rules with those specified in
RSS-139, Advanced Wireless Services Equipment Operating in the Bands 17101755 MHz and 21 10—
2155 MHz, which applies to the AWS-1 band. Specifically, for measuring OOB emission limits, TELUS
proposed to utilize 1% of emission bandwidth within the first 1 MHz outside the operating frequency
block, and 1 MHz bandwidth beyond the first | MHz outside the operating frequency block.

Discussion

242, His the Department’s intention to harmonize Canadian technical rules, which were outlined in
Annex D of the Consultation, with U.S technical rules to the extent feasible. The proposed clarifications
are noted. Industry Canada will develop an SRSP and an RSS for the technical rules for the AWS-3
band. These will be developed in consultation with the industry, including the Radio Advisory Board of
Canada (RABC).

Decision

D23 — The Department will publish an SRSP and an RSS to establish the technical rules for
systems operating in the commercial mobile spectrum in the AWS-3 band.

D24 — The Department will harmonize the technical rules for the AWS-3 band with those of the
United States to the extent feasible and will establish these technical rules in consultation with
the industry, including the RABC.
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17. Clarification Process

243. Industry Canada will accept written questions seeking clarification of the rules and policies set
out in this Framework from the date of publication of the decision up to three weeks before the
application deadline, Every effort will be made to post the questions received, along with

Industry Canada’s written responses, in the shortest time frame possible. Questions that are of a similar
nature and subject matter may be grouped and summarized. Questions regarding bidding procedures will
be addressed in mail-out packages intended for qualified bidders, and will not be included in this
clarification process unless they are deemed to be critical information for potential bidders requiring an
immediate response. These answers will be considered as clarification of the policies set out in this
Framework. Applicants are encouraged to submit questions as soon as possible.

244, [ndustry Canada may also amend or supplement the auction rufes and procedures contained in
this Framework. Any such amendment or supplement will be published on Industry Canada’s website
and will be sent to all qualified bidders.

245.  Questions regarding the AWS-3 auction may be sent to: Manager, Auction Operations at
spectrum.auctions{@ic.ge.ca.

18.  Obtaining Copies

246.  All spectrum-related documents referred to in this paper are available on Industry Canada’s
Spectrum Management and Telecommunications website at http://www .ic.gc.ca/spectrum,

247.  For further information concerning the process outlined in this consultation or related matters,
contact;

Industry Canada
¢/o Senior Director, Spectrum Licensing and Auction Operations

235 Queen Street

Ottawa, Ontario K1A OHS
Telephone: 613-990-4411

Email: spectrum.auctionsi@ic.ge.ca
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Annex A — Coordination with U.S. Government Licensees in the 1755-1780 MHz Band

As mentioned in Section 4, parts of the band in specific geographic areas along the

Canada-United States border are expected to be encumbered to some extent by U.S. government
mcumbent use. Most of these users will be transitioned out of the band by mid-2020 but in some areas
they will remain indefinitely. To assist potential bidders to assess the impact of the U.S, government use
on AWS-3 operations, Industry Canada has provided a preliminary analysis of the potentially affected
areas where AWS-3 licensecs may be required to coordinate with U.S. government users.

The information in Table Al was derived using publicly available information published by the
NTIA from July through September 2014." Indnstry Canada makes no representation or
warranties about the accuracy and completeness of this analysis. The table below shows the
approximate geographic areas (within each Tier 2 service area) and time frame (in months from the
award of licences in the U.S.) during which Canadian AWS-3 licensces may be required to coordinate
their operations with U.S. government users. The number of months represents the maximum amount of
fime that U.S. incumbents will remain in the band. Potential bidders are strongly encouraged to
undertake their own analyses of potential impacts to their use of the spectrum in specific
geographic areas.

As noted in Section 4, licensees are strongly encouraged to consult the NTIA’s transition plan and to
undertake their own analyses of the impacts of U.S. incumbent operations near the Canada-United States
border in the 1755-1780 MHz portion of the AWS-3 band.

Table A1 — Areas Within Tier 2 Service Areas Where
AWS-3 Licensees may be Required to Coordinate with U.S. Government Users

Blocks G H I J1 J2

Tier 2 | Service Arca Name

2-01 Newfoundland &
Labrador

2-02 Nova Scotia &
Prince Edward
Island

2-03 New Brunswick

2-04 Eastern Quebec

2-05 Southern Quebec

See hitp/fwww.ntia.doe govieategory/500-mhz-initiative and hilp:www.ntia doc.gov/category/aws-3-transition.
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Blocks G H 1 J1 J2
2-06 Eastern Ontario & Most of tier | Southeast Southeast | Southeastern -
QOutacuais including (south of | (Cornwall, | (Cornwall)
Ottawa Ottawa to Kingston) and
66 months | Kingston) | 63 months | southwestern
63 months (Belleville)
areas
66 months
2-07 Northern Quebec Southwest - - - -
(Val d’Or
and
Maniwaki
to Ontario
border)
66 months
2-08 Southern Ontario Most of the | Southwest | Southwest | Mostofthe | Southwest
tier {(Windsor- (Windsor- | tier including | (Windsor-
including Chatham) Chatham) Toronto Chatham)
Toronto 66 months | 63 months 66 months 63 months
66 months
2-09 Northern Ontario Central and | Southeast - Central and -
southern {Sault-Ste- southern
parts Marie to parts
(Thunder Thunder (Thunder
Bay to Bay) Bay to North
North Bay) | 66 months Bay)
06 months 66 months
2-10 Manitoba - - Southwest - -
border
(southwest
of
Brandon)
66 months
2-11 Saskatchewan Southeast - Southern - Central part
(Estevan to part of border
border) (Regina to area
indefinitely border) (Weyburn)
66 months indefinitely
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Blocks G H 1 J1 J2
2-12 Alberta Southern - - - Southern
border border
(south of {south of
Medicine Medicine
Hat and Hat)
including indefinitely
Lethbridge)
indefinitely
2-13 British Columbia southeast - Central and | Central and | Central and
(Fernie to southwester | southwestern | southwester
Alberta n parts parts n parts
border) 48 months 48 months 48 months
indefinitely
2-14 Yukon, Northwest - - - -

Territories &
Nunavut
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Annex B — Tier 2 Service Areas

Table Bl — Tier 2 Service Areas and Population

Tier 2 | Service Area Name Population*®

2-01 Newfoundland & Labrador 514,641
2-02 Nova Scotia & Prince Edward Istand 1,061,846
2-03 New Brunswick 749,942
2-04 Eastern Quebec 1,668,394
2-05 Southern Quebec 5,683,030
2-00 Eastern Ontario & Outaouais 2,347,808
2-07 Northern Quebec 190,605
2-08 Southern Ontario 10,090,760
2-09 Northern Ontario 774,775
2-10 Manitoba 1,206,968
2-11 Saskatchewan 1,029,812
2-12 Alberta 3,650,167
2-13 British Columbia 4,399,939
2-14 Yukon, Northwest Territories & Nunavut 107,215

* Population figures based on Statistics Canada 2011 Census information

Figure B1: Map of Tier 2 Service Areas in Canada

B

2414

S e AT

52

SLPB-007-14




o}

Technical, Policy and Licensing Framework for Advanced Wireless
Services in the Bands 1755-1780 MHz and 2155-2180 MHz (AVWS-3}) SLPB-007-14

Annex C — Pricing Rule and Bidding Examples

Industry Canada will use a second-price rule to determine the prices to be paid such that the price for a
winning bidder will be at least the opening bid price, but no higher than the actual amount bid. Second
prices are often referred to as Vickrey prices and represent the opportunity cost of the bidder winning
the licence or package. More specifically, Industry Canada will apply bidder-optimal core prices and use
the "nearest Vickrey" approach in determining the prices.

Bids for the set-aside blocks can be made per licence; the winning bid will be the highest bid for each
licence. For the open-bidding blocks, bids can be made as a package bid for both of the licences and/or
for individual licences. The winning bid in each service area will be the greater of either the highest
package bid or the highest sum of the bids on individual licences.

To mitigate the possibility of a tie, bidders are encouraged not to bid in round figures. In the event of a
tie, tied bidders will be requested to enter a second sealed bid in an attempt to break the tie. Should there
be a second tie, bidders will be requested to submit a third sealed bid in an attempt to break the tie. This
procedure will be repeated until there is no tie.

The second or Vickrey price for each winning bidder (known as "Bidder J" in this explanation) is
calculated as follows. First, from the value of the winning combination, subtract Bidder J’s winning bid
(value A). Next, recalculate the winning combination for the hypothetical situation in which all

Bidder J’s bids are excluded, as if Bidder J had not participated (value B). The Vickrey price for

Bidder J is calculated as the value of the winning combination with all Bidder J’s bids excluded (value
B) minus the sum of the winning bids for all bidders other than Bidder J (value A); that is, value B
minus value A. This is the minimum amount that the winning bidder could have bid in order to still have
won, given the bids of all other bidders.

For the set-aside blocks, the Vickrey price for winning bidders will be the second highest bid on the
licence or, should there only be one bidder for a particular licence, the opening bid amount, For the
open-bidding blocks, the Vickrey price(s) could depend on package bids and/or bids for the individual
licences as well as the opening bid prices for the licences. In addition, with package bidding, an extra
payment beyond the Vickrey prices is sometimes required as a result of interaction between overlapping
bids. In the event that an extra payment is required, the payment will be split evenly among the affected
bidders.

The prices to be paid by winning bidders for the open-bidding and set-aside blocks in each service arca
must satisfy the following conditions:

a. First condition: The price for a winning bid must be greater than or equal to the opening bid
price(s) for the licence(s) included in the bid, but not more than the dollar amount of the winning
bid.

b. Second condition: The set of prices must be sufficiently high that there is no alternative bidder, or
group of bidders, prepared to pay more than any winning bidder or group of winning bidders. If
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there is only one set of prices that meets the first and second conditions, this determines the prices to
be paid.

c. Third condition: If there is more than one set of prices that fulfils the first and second conditions,
the set (or sets) of prices minimizing the sum of prices across winning bidders is (are) selected. If
there is only one set of prices satisfying these three conditions, this set determines the prices.

d. Fourth condition: If there is more than one set of prices that satisfies the first three conditions, the
set of prices that minimizes the sum of squares of differences between the prices and the Vickrey
prices will be selected. This approach for selecting among sets of prices that minimize the sum of
prices across winning bidders is referred to as the “nearest Vickrey” approach,

These conditions characterize a unique set of prices such that each winning bidder pays no more than the
dollar amount of its winning bid and pays at least the opening bid price(s). Industry Canada staff will
calculate the set of prices for the open-bidding block and set-aside block in each service arca that meet
the conditions outlined above.

The following is an example of how prices are calculated. This example is based on the Spectrun
Auction Design paper by P. Cramton
(http://www.cramton.umd.edu/papcrs2005~2009/cramtonwspectrum—auction—desi gn.pdf).

Suppose that there are five bidders, 1,2, 3, 4 and 5, bidding for two licences, A and B. The following
bids are submitted ("b" designates the bidder):

o by {A} =$28
o by{B} =$20
e b;{AB} = $32
.« ba{A} =814
o bs{B} =$12

The bids of the five bidders are represented in Figure C1.

In this example, the highest value combination of bids would assign licence A to Bidder 1 and licence B
to Bidder 2, generating $48 in value, There is no other assignment of the licences that yields a higher
value.

To calculate the Vickrey price for Bidder 1, its winning bid ($28) is subtracted from the value of the
winning combination ($48), resulting in $20. Next, the winning combination of packages is recalculated
for the hypothetical situation in which Bidder 1’s bids are excluded. The best assignment, excluding
Bidder 1, assigns licence A to Bidder 4 at $14 and licence B to Bidder 2 at $20, resulting in $34. The
Vickrey price for Bidder 1 is the value of the winning combination of packages with all Bidder 1’s bids
excluded ($34) less the sum of the winning allocation stage bids for all bidders other than

Bidder | ($20); that is, its Vickrey price is $14 ($34 - $20).

Similarly, to calculate the Vickrey price for Bidder 2, its winning bid ($20) is subtracted from the value
of the winning combination (§48), resulting in $28. Next, the winning combination of packages is
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recalculated for the hypothetical situation in which Bidder 2°s bids are excluded. The best assignment,
excluding Bidder 2, assigns licence A to Bidder 1 and licence B to Bidder 3, resulting in a value of $40.
The Vickrey price for Bidder 2 is the value of the winning combination of packages with all

Bidder 2’s bids excluded ($40) less the sum of the winning allocation stage bids for all bidders other
than Bidder 2 ($28); that is, its Vickrey price is $12 ($40 - $28).

Hence, the Vickrey outcome is for Bidder 1 to pay $14 for licence A and for Bidder 2 to pay $12 for
licence B. Total revenues with these payments are $14 + $12 = $26. As shown in Figure C1, this means
that Bidder 1 can reduce its bid to $14 before being displaced by Bidder 4. Similarly, Bidder 2 can
reduce its bid to $12 before being displaced by Bidder 5.

Figure C1: Example of Calculating Prices

Bidder 2 b4{A} =14 b1{A} = 08
Payment [AB} = 32
b.{B} = 20
20 — B
0 P B
-, iUnique ;%
15 L@‘COI"Q p!."l_CeS L o
/,‘ 'é";» A
12 . {x’ *
Vickrey _
prices bs{B} = 12
14 17 28 32 Bidder 1
Payment

However, these payments sum to $26, which is less than Bidder 3°s bid of $32 for both licences A and

B. Therefore, Bidder 1 and Bidder 2 must split an additional payment of $6 ($32 - $26), to ensure that

their combined payment is greater than that of Bidder 3, satisfying the condition that no other bidder or
group of bidders was prepared to pay more for the licences in question. That is, Bidder 1 and

Bidder 2 must pay, collectively, at least $32. The additional payment of $6 is split equally between the
two bidders, Each bidder is therefore paying an additional $3 above its Vickrey price, with

Bidder 1 paying $17 ($14 + $3) and Bidder 2 paying $15 ($12 + $3), as shown in Figure C1.
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Bidding Eiamples:

The following examples illustrate different bidding scenarios, the provisional winning bid(s) as well as
the price calculations for each.

Example 1:
Tier | Block (Size) | Opening Bid ($) | Bidder 1’s Bid ($) | Bidder 2’s Bid (3) | Bidder 3’s Bid ($)
GHI
2-05 (30 Milz) 20,500,000 22,000,000 20,600,000 24,500,000

Let us assume that there are three bidders interested in the set-aside bleck (30 MHz) in Tier 2-05.
Bidder 1 places-a bid of $22,000,000, Bidder 2 places a bid of $20,600,000 and Bidder 3 places a bid of
$24,500,000. Bidder 3 would be declared the provisional winner and would be required to pay the
second highest bid value of $22,000,000.

Example 2:
Tier Block (Size) Opening Bid ($) | Bidder 1's Bid | Bidder 2’s Bid ($) | Bidder 3’s Bid (8)
($)
2-03 GHI 1,317,0 1
(30 MHz) 1,300,000 ;317,000 400,000 1,400,000

Let us assume that there are three bidders interested in the set-aside block (30 MHz) in Tier 2-03.
Bidder 1 places a bid of $1,317,000, Bidder 2 places a bid of $1,400,000 and Bidder 3 places a bid of
$1,400,000. Bidders 2 and 3 have tied with a bid of $1,400,000 and are asked to re-bid.

Example 3:
Tier Block Opening Bid | Bidder 1’s Bid
Size (b)) )
2-12 30 MHz 9,500,000 10,700,000

Let us assume that there is only one bidder interested in the set-aside block in Tier 2-12. Bidder | places
a bid of $10,700,000. Bidder 1 would be declared the provisional winner. Since there no other bids on
the licence, Bidder 1 would pay the opening bid price of $9,900,000.
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Example 4:
Tier Block | Opening Bid | Bidder 1’s Bid | Bidder 2’s Bid | Bidder 3’s Bid
(Size) 8] (%) ($) (8)
J1
12,000 12,500
(10 MHZ) 11,100,000 ,000,000 ,500,000
2
- 000 12,000 13,000,000
2-08 (10 MHz) 11,100,00 ,000,000 ,000,
JIH2 22,200,000 26,200,000 25,000,000 26,000,000
(20 MHZ) E » 2 * 2 2 > 2

Let us assume that there are three bidders interested in the open-bidding blocks, J1 and J2, in Tier 2-07.
Bidder 1 submits one bid of $26,200,000 for a package of both licences. Bidder 2 submits three bids:
$12,000,000 for J1, $12,000,000 for J2 and $25,000,000 for a package of both licences. Bidder 3 also
submits three bids: $12,500,000 for J1, $13,000,000 for J2 and $26,000,000 for a package of both
licences. Bidder 1 would be declared the provisional winner as its package bid is higher than the
package bids of Bidders 2 and 3 as well as the sum of a combination of their bids for individual licences,

To calculate the Vickrey price for Bidder 1, its winning bid ($26,200,000) is subtracted from the value
of the winning combination ($26,200,000) resulting in $0. Next, the winning combination is recalculated
for the hypothetical situation in which Bidder 1’s bids are excluded. The best assignment, excluding
Bidder 1, assigns both J1 and J2 to Bidder 3 at $26,000,000. The Vickrey price for Bidder 1 is the value
of the winning combination with all of Bidder 1°s bids excluded ($26,000,000) less the sum of the
winning bids for all bidders other than Bidder 1 ($0); that is, its Vickrey price is $26,000,000

($26,000,000 - $0).

Example 5:
Tier Block | Opening Bid | Bidder 1’s Bid | Bidder 2’s Bid | Bidder 3’s Bid
(Size) (% ($) % ($)
(10 ?\/lfﬂz) 300,000 310,000 400,000 345,000
2-01 (10 :If\iﬂz) 300,000 308,000 400,000 350,000
(231;;;2) 604,000 650,000

Let us assume that there are three bidders interested in the open-bidding blocks, J1 and J2, in Tier 2-01,
Bidder | submits three bids: $310,000 for J1, $308,000 for J2 and $650,000 for a package of both
licences. Bidder 2 submits two bids: $400,000 for J1 and $400,000 for J2. Bidder 3 also submits two
bids: $345,000 for J1 and $350,000 for J2. In this case, the sum of Bidder 2°s bid for J1 and Bidder 3’s
bid for J2, with total bids of $750,000, would be the highest and Bidders 2 and 3 would be declared the
provisional winners.
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To calculate the Vickrey price for Bidder 2, its winning bid ($400,000) is subtracted from the value of
the winning combination ($750,000), resulting in $350,000. Next, the winning combination is
recalculated for the hypothetical situation in which Bidder 2°s bids are excluded. The best assignment,
excluding Bidder 2, assigns J1 to Bidder 1 at $310,000 and J2 to Bidder 3 at $350,000, resulting in
$660,000. The Vickrey price for Bidder 2 is the value of the winning combination with all of Bidder 2’s
bids excluded ($660,000) less the sum of the winning bids for all bidders other than Bidder 2 (§350,000)
that is, its Vickrey price is $310,000 ($660,000 - $350,000).

To calculate the Vickrey price for Bidder 3, its winning bid ($350,000) is subtracted from the value of
the winning combination ($750,000), resulting in $400,000. Next, the winning combination is
recalculated for the hypothetical situation in which Bidder 3’s bids are excluded. The best assignment,
excluding Bidder 3, assigns J1 to Bidder 1 at $310,000 and J2 to Bidder 2 at $400,000, resulting in
$710,000. The Vickrey price for Bidder 3 is the value of the winning combination with all of Bidder 3°s
bids excluded ($710,000), less the sum of the winning bids for all bidders other than Bidder 3
($400,000), that is, its Vickrey price is $310,000 ($710,000 - $400,000).

Hence, the Vickrey outcome is for Bidder 2 to pay $310,000 for licence J1 and Bidder 3 to pay $310,000
for Hecence J2. However, these prices sum to $620,000 which is less than Bidder 1°s package bid of
$650,000 for both licences J1 and J2. Therefore, Bidder 2 and Bidder 3 must split an additional payment
of $30,000 ($650,000 - $620,000), satisfying the condition that no other bidder or group of bidders was
prepared to pay more for the licences in question. Therefore, Bidder 2 and Bidder 3 must pay,
collectively, at least $650,000. The additional payment would be split equally between the two bidders,
and with each bidder paying an additional $15,000 above its second price for a total payment of
$325,000 ($310,000 + $15,000).
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Annex D — Conditions of Licence

The following Conditions of Licence will apply to AWS-3 licences.
1. Licence Term

The term of this licence is 20 years. At the end of this term, the licensee will have a high expectation
that a new licence will be issued for a subsequent term through a renewal process unless a breach of
licence condition has occurred, a fundamental reallocation of spectrum to a new service is required, or
an overriding policy need arises.

The process for issuing licences after this term and any issues relating to renewal, including the terms
and conditions of the new licence, will be determined by the Minister of Industry following a public
consultation.

2. Eligibility

The licensee must comply on an ongoing basis with the applicable eligibility criteria in subsection 9(1)
of the Rudiocommunication Regulations. The licensee must notify the Minister of Industry of any
change that would have a material effect on its eligibility. Such notification must be made in advance for
any proposed transactions within its knowledge.

3. Licence Transferability, Divisibility and Subordinate Licensing

This licence is transferable in whole or in part (divisibility), in both bandwidth and geographic
dimensions, subject to Industry Canada’s approval. A subordinate licence may also be issued in regard
to this licence. Industry Canada’s approval is required for each proposed subordinate licence.

The licensee must make the Transfer Request in writing to Industry Canada, The Transfer Request will
be treated as set out in Client Procedures Circular CPC-2-1-23, Licensing Procedure for Specirym
Licences for Tervestrial Services, as amended from time to time.

The licensee must apply in writing to Industry Canada for approval prior to implementing any Deemed
Transfer, which will be treated as set out in CPC-2-1-23. The implementation of a Deemed Transfer
without the prior approval of Industry Canada will be considered a breach of this condition of licence.

Should the licensee enter into any Agreement that provides for a Prospective Transfer with another
holder of a Licence for commercial mobile spectrum (including any Affiliate, agent or representative of
the other licence holder), it must apply in writing to Industry Canada for review of the Prospective
Transfer within 15 days of entering into the Agreement, which will be treated as set out in CPC-2-1-23.
Should Industry Canada issuc a decision indicating that the Prospective Transfer is not approved; it will
be a breach of this condition of licence for a licensee to remain in an Agreement that provides for the
Prospective 'I'ransfer for a period of more than 90 days from the datc of the decision.

In all cases, the licensee must follow the procedures as outlined in CPC-2-1-23.
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All capitalized terms have the meaning ascribed to them in CPC-2-1-23,
4. Treatment of Existing Speetrum Users

The licensee must comply with transition policies set out in SLPB-007-14, Technical, Policy and
Licensing Framework for Advanced Wireless Services in the Bands 1755-1780 MHz and
2155-2180 MHz (AWS-3).

5. Radio Station Installations

The licensee must comply with Client Procedures Circular CPC-2-0-03, Radiocommumication and
Broadeasting Antenna Systems, as amended from time to time.

6. Provision of Technical Information

The licensee must provide, and maintain, up-to-date technical information on a particular station or
networlk in accordance with the definitions, criteria, frequency and timelines specified in Client
Procedures Circular CPC-2-1-23, Licensing Procedure for Spectium Licences for Terrvestrial Services,
as amended from time to time.

7. Compliance with Legislation, Regulation and Other Obligations

The licensee is subject to, and must comply with, the Radiocommunication Act and the
Radiocommunication Regulations, as amended from time to time. The licensec must use the assigned
spectrum in accordance with the Canadian Table of Frequency Allocations and the spectrum policies
applicable to this band, as amended from time to time. The licence is issued on cendition that all
representations made in relation to obtaining this ficence are all true and complete in every respect.

8, Technical Considerations, and International and Domestic Coordination

The licensee must comply on an ongoing basis with the technical aspects of the appropriate Radio
Standards Specifications (RSS) and Standard Radio System Plans (SRSP), as amended from time to
time. Where applicable, the licensee must use its best efforts to enter into mutually acceptable
agreements with other parties for facilitating the reasonable and timely development of their respective
systems, and to coordinate with other licensed users in Canada and internationally,

The licensee must comply with the obligations arising from current and future frequency coordination
agreements established between Canada and other countries and shall be required to provide information
or take actions to implement these obligations as indicated in the applicable SRSP. Although frequency
assignments are not subject to site licensing, the licensee may be required through the appropriate SRSP
to furnish all necessary technical data for each relevant site,
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9. Lawful Interception

The licensee operating as a telecommunication common carrier using the spectrum for voice telephony
systems must, from the inception of service, provide for and maintain law{ul interception capabilities as
authorized by law. The requirements for lawful interception capabilities are provided in the Solicitor
General's Enforcement Standards for Lawful Interception of Telecommunications (Rev. Nov. 95). These
standards may be amended from time to time.

The licensee may request the Minister of Industry to forbear from enforcing certain assistance capability
requirements for a limited period of time. The Minister, following consultation with Public Safety
Canada, may exercise the power to forbear from enforcing a requirement or requirements where, in the
opinion of the Minister, the requirement is not reasonably achievable. Requests for forbearance must
include specific details and dates indicating when compliance to the requirement can be expected.

10. Research and Development

The licensee must invest, as a minimum, two percent of its adjusted gross revenues resulting from the
use of this licence, averaged over the term of the licence, in eligible research and development (R&D)
activities related to telecommunications. Eligible R&D activities are those which meet the definition of
scientific research and experimental development adopted in the Income Tax Act, as amended from time
to time. Adjusted gross revenues are defined as total service revenues, less inter-carrier payments, bad
debts, third party commissions, and provincial goods and services taxes collected. The licensee is
exempt from R&D expenditure requirements if it, together with all affiliated licensees that are subject to
the R&D condition of licence, has less than $1 billion in annual gross operating revenues from the
provision of wireless services in Canada, averaged over the term of the licence. For this condition of
licence, an affiliate is defined as a person who controls the carrier, or who is controlled by the carrier or
by any person who controls the carrier, as per subsection 35(3) of the Telecommunications Act.

11. Deployment Requirements

Licensees will be required to demonstrate to the Minister of Industry that this spectrum has been put to
use as specified in Annex E of SLPB-007-14, Technical, Policy and Licensing Framework for Advanced
Wireless Services in the Bands 1755-1780 MHz and 2155-2180 MHz (AWS-3) within eight years of the
initial issuance of the licence. When the spectrum is put to use, it shall be used to provide services
predominantly to Canadians within the service area.

Where a licence is transferred during the initial eight years, the requirement for the new licensee to
deploy will continue to be based on the initial licence issuance date.

12. Mandatory Antenna Tower and Site Sharing

The licensee must comply with the mandatory antenna tower and site sharing requirements set out in
Client Procedures Circular CPC-2-0-17, Conditions of Licence for Mandatory Roaming and Antenid
Tower and Site Sharing and to Prohibit Exclusive Site Arrangements, as amended from time to time,
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13, Mandatery Roaming

The licensee must comply with the roaming requirements set out in Client Procedures Circular
CPC-2-0-17, Conditions of Licence for Mandatory Roaming and Antenna Tower and Site Sharing and to
Prohibit Exclusive Site Arrangements,'* as amended from time to time.

14. Annual Report

The licensee must submit an annual report for cach year of the licence term, which includes the
following information:

« a statement indicating continued compliance with all conditions of licence;
« an update on the implementation and spectrum usage within the area covered by the licence;
« existing audited financial statements with an accompanying auditor’s report;

« a statement indicating the annual gross operating revenues from the provision of wireless services in
Canada and, where applicable, the annual adjusted gross revenues resulting from the use of this
licence, as defined in these conditions of licence;

+ areport of the R&D expenditures as set out in these conditions of licence (Industry Canada may
request an audited statement of R&D expenditures with an accompanying auditor’s report, at its
discretion);

+ supporting financial statements where a licensee is claiming an exemption based on, together with all
affiliated licensees that are subject to the R&D condition of licence, it having less than $1 billion in
annual gross operating revenues from the provision of wireless services in Canada, averaged over the
term of the licence;

» a copy of any existing corporate annual report for the licensee’s fiscal year with respect to the
authorization; and

« other information related to the licence as specified in any notice updating the reporting requirements
as issued by Industry Canada.

All reports and statements are to be certified by an officer of the company and submitted, in writing,
within 120 days of the licensee’s fiscal year-end. Confidential information provided will be treated in
accordance with subsection 20(1) of the Access to Information Aci.

12 CPC-2-0-17 will be amended accordingly to include the AWS-3 band.
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Reports are to be submitted to Industry Canada at the following address:

Industry Canada

Spectrum Management Operations Branch
Manager, Emerging Networks

235 Queen Street (JETN, 15" floor)
Ottawa, Ontario

K1A OHS5

Where a licensee holds multiple licences, spectrum implementation reports should be broken down by
service area. This information, including the extent of implementation and spectrum usage, is important
for analyzing each licensee’s individual performance against its conditions of licence. In addition, it
allows Industry Canada to monitor the effectiveness of these conditions in meeting the policy objectives
regarding the band and the Department’s intent that the spectrum be deployed in a timely manner for the
benefit of Canadians,

‘185, Amendments

The Minister of Industry retains the discretion to amend these terms and conditions of licence at any
time.
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Annex E — Deployment Requirements

Eight-Year Deployment Requirements for Tier 3 Service Areas Within Each Tier 2 Service Area

Minimumn
Tier 2 Tier 3 | Service Area Name Population® | Population
Coverage*™
2-01 Newfoundland & 3-01 Newfoundland & Labrador 514,641 40%
Labrador
2-02 3-02 Prince Edward Island 140,204 40%
Nova Scotia & Prince 3-03 Mainland Nova Scotia 786,567 50%
Edward Island 3-04 Cape Breton 135,057 40%
2-03 305 | Southern New Brunswick 172,374 60% |
New Brunswick 3-06 Western New Brunswick 217,152 40%
3-07 Eastern New Brunswick 360,416 40%
2-04 3-08 Bas du fleuve/Gaspésie 295,519 25%
Eastern Quebec 3-09 Québec 1,004,614 60%
3-10 Chicoutimi-Jonquiere 368,261 50%
2-05 3-11 Eastern Townships 543,762 40%
Southern Quebec 3-12 Trois-Rivieres 810,609 40%
3-13 Montréal 4,204,654 60%
3-14 - | Upper Outacnais 124,011 20%
2-06 3-15 Ottawa/Outaouais 1,441,718 60%
Eastern Ontario & 3-16 Pembroke 114,135 25%
Qutaouais 3-18 Cornwall 67,207 60%
3-19 Brockville 84,068 50%
3-20 | Kingston 175,801 60%
3-21 Belleville 196,021 50%
3-22 Cobourg 62,610 40%
3-23 Peterborough 206,250 60%
2-07 Northern Quebec 3-17 Abitibi 190,605 40%
2-08 3-24 Huntsville 78,790 40%
Southern Ontario 3-25 Toronto 6,645,088 60%
3-26 Barrie 673,898 40%
3-27 Guelph/Kitchener 696,136 60%
3-28 Listowel/Goderich/Stratford 134,384 25%
329 Niagara-St. Catharines 368,119 60%
3-30 London/Woodstock/St. 832,870 60%
Thomas
3-31 Chatham 100,951 60%
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Minimum
Tier 2 Tier 3 | Service Area Name Population® | Population
Coverage**
3-32 Windsor/Leamington 389,729 60%
3-33 Strathroy 170,801 60%
2-09 3-34 | North Bay 126,711 50%
Northern Ontario 3-35 Sault Ste. Marie 132,309 60%
3-36 Sudbury 177,004 60%
3-37 Kirkland Lake 114,942 40%
3-38 Thunder Bay 223,809 50%
2-10 3-39 | Winnipeg 1,032,187 60%
Manitoba 3-40 Brandon 174,781 30%
2-11 341 Regina 366,413 50%
Saskatchewan 3-42 Moose Jaw 100,292 33%
3-43 Saskatoon 563,107 30%
2-12 3-44 Edmonton 1,465,386 60%
Alberta 3-45 Medicine Hat/Brooks 190,930 40%
3-46 Lethbridge 177,303 50%
3-47 Calgary 1,390,206 60%
3-48 Red Deer 240,343 35%
3-49 Grande Prairic 185,998 35%
2-13 3-50 Kootenays 134,351 25%
British Columbia 3-51 Okanagan/Columbia 415,214 50%
3-52 Vancouver 2,684,495 60%
3-53 Victoria 431,520 60%
3-34 Nanaimo 186,369 50%
3-35 Courtenay 114,658 60%
3-56 | Thompson/Cariboo 179,949 50%
3-57 Prince George 187,802 50%
3-58 Dawson Creek 65,553 40%
2-14 3-59 Yukon, Northwest Territories 107,215 30%
Yukon, Northwest & Nunavut
Territories
& Nunavut

* Population tigures based on Statistics Canada 2011 Census information

** Based on most recent census information available at the time of asscssment
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Court File No. CV-13-10274-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE MR. ) THURSDAY, THE 28TH

JUSTICE NEWBOULD ) DAY OF JANUARY, 2015

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, ¢, C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT

OF 8440522 CANADA INC., DATA & AUDIO-VISUAL ENTERPRISES WIRELESS INC.,
AND DATA & AUDIO-VISUAL ENTERPRISES HOLDINGS INC.

Applicants

ORDER
(Stay Extension Order)

THIS MOTION, made by the Applicants for an order, inter alia:

(a) that the time for service of the Notice of Motion, Motion Record and the Tenth
Report of the Monitor, Emst & Young Inc., (the “Monitor”) dated January @, 2015
(the “Tenth Report’) is abridged and validated so that this Motion is properly

returnable today and dispensing with further service thereof,

(D) approving an extension of the Stay Period, as defined in paragraph 15 of the
Initial Order issued by this Court on September 30, 2013, up to and including
May 8, 2015; and

(c) approving the Tenth Report and the activities of the Monitor as described in the
Tenth Report,

was heard this day at 330 University Avenue, Toronto, Ontario.

ON READING the Affidavit of William E. Aziz, sworn January 21, 2015, the exhibits
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thereto and the Tenth Report, and on hearing submissions of counsel for the Applicants, the

Monitor, and such other counsel present, no one else appearing although duly served as

appears from the affidavit of service of ® sworn on January ®, 2015,
Service

1. THIS COURT ORDERS that the time for service of the Notice of Motion, Motion Record
and Tenth Report is hereby abridged and validated so that this Motion is properly returnable
today and hereby dispenses with further service thereof.

Stay Extension

2, THIS COURT ORDERS that the Stay Period, as defined in paragraph 15 of the Initial
Order issued by this Court on September 30, 2013, be and is hereby extended up to and
including May 8, 2015.

Approval of Monitor’'s Activities

3. THIS COURT ORDERS that the Tenth Report and the activities of the Monitor described

therein are hereby approved.
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