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Rogers Budget 2019 Recommendations: 

 

 

 Recommendation 1: Reduce corporate income tax rates or increase the Capital 

Cost Allowance (CCA) rates for telecommunications infrastructure investment 

to 50%. 

 

 Recommendation 2: Introduce a mandatory registration requirement for 

foreign-based suppliers of digital supplies to Canadian consumers.  

 

 Recommendation 3: Work with provincial and municipal governments to 

reduce barriers to network investment, including amending the 

Telecommunications Act to provide the CRTC with regulatory authority over 

access to utility poles and ducts. 
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Nick Pantaleo, FCPA, FCA 

Rogers Communications Inc. 

350 Bloor Street E, 2nd Floor 

Toronto, ON  M4W 0A1 

Nick.Pantaleo@rci.rogers.com 

o 416.935.4800 

August 3, 2018   

The Honourable Wayne Easter 

Chair, House of Commons Standing Committee on Finance  

House of Commons 

Ottawa, Ontario 

Canada 

K1A 0A6 

 

Dear Mr. Easter,  

 

We are writing in response to the invitation by the House of Commons Standing Committee on Finance 

for potential measures to include in the 2019 Federal Budget.   

As Canada’s largest provider of wireless communication services and one of Canada’s leading providers 

of cable television, high-speed internet and telephone services to consumers and businesses, Rogers is 

particularly interested in the Committee’s focus on measures to improve the productivity and 

competitiveness of Canadians and Canadian businesses.   

Rogers is a Canadian public company that currently employs more than 24,000 people in Canada.  In 

our most recent fiscal year, we recorded $14.1 billion in sales, almost entirely in Canada, and in 2018 we 

expect to spend between $2.6 - 2.8 billion to enhance and upgrade our Canadian telecommunications 

infrastructure.1 

Canada has an enviable telecommunications infrastructure that supports the delivery of digital products 

and services to all Canadians – built largely by private sector investment, including by Rogers.  We 

believe our recommendations would help increase and accelerate spending in Canada’s 

telecommunications infrastructure providing economic growth opportunities for all Canadians.   

 

 

                                                           
1 For further details about Rogers’ Canadian economic contributions, see our 2017 Corporate Social Responsibility 

report at https://about.rogers.com/about/responsibility/. 

https://about.rogers.com/about/responsibility/
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THE TELECOMMUNICATIONS INDUSTRY  

Driving Economic Growth by Improving Competitiveness and Enabling Innovation 

Increased telecommunications infrastructure investment is linked to higher productivity and employment, 

not only in the telecommunications sector, but also in industries that supply telecommunications 

companies with equipment, services, and other business inputs. These indirect impacts create additional 

jobs in manufacturing, construction, trade, professional services, and other industries.   

 

Historically, network evolution from 2G to 3G to 4G was primarily directed at the consumer market, 

allowing Canadians to connect to the internet from their mobile devices at increasing speeds.  Continued 

investment to upgrade telecommunications infrastructure has produced “cascades of innovation” spurring 

significant job creation and growth. The advent of new generations of wireless technology enhanced the 

overall benefits of internet connectivity and has enabled productivity gains promoting the development of 

new products, services, and industries in areas such as online retail, education, banking, energy and 

business services, to name a few.  

The next major development in network technology, 5G, will be transformative as it will lead to 

significant improvement in network speed and latency.  Many expect the introduction of 5G to underpin 

the fourth industrial revolution where everything is connected, processed and digitised.  This will 

transform and advance many existing industries, as well as create new ones (e.g., self-driving cars, virtual 

reality, delivery drones, smart cities, health care and energy) with billions of interconnected devices.  

Investment in 5G will lead to material benefits for individuals and businesses across Canada and is 

expected to add nearly $40B to annual GDP by 2026.2 

Increasing Need for Telecommunications Industry Investment 

 

Telecommunications is one of the most capital-intensive businesses in the world. Companies take on 

enormous capital risk to one-day make a return. In Canada, these costs are larger than in much of Europe 

and the US given Canada’s geography and population density. The capital stock required per employee is 

almost four times larger than for other service industries.  Over 60% of Rogers’ operating profit goes to 

fund capital expenditures and related financing costs. 

 

Investment must continue to increase.  The exponential growth in traffic on Canada’s networks will 

continue with the development of 5G technology.  While this technology is considered revolutionary, it’s 

also very expensive as carriers will have to significantly upgrade their network infrastructures.  It is 

estimated that the Canadian telecom carriers will need to invest $26B in 5G network infrastructure if 

consumers and businesses are to continue to receive world-class, high-bandwidth services they have come 

to expect.3 

 

 

 

                                                           
2 See Accenture, Fuel For Innovation, Canada’s Path in the Race to 5G, 2018 

3 See Accenture, Fuel For Innovation, Canada’s Path in the Race to 5G, 2018 
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TAX POLICY PROPOSALS – To Improve Canada’s Productivity and Competitiveness  

Corporate taxes increase the cost of capital and reduce financial returns on capital projects, causing fewer 

projects to be undertaken.  

“There is increasing evidence to support the argument that lowering the user cost of 

capital would have a significant impact on firms’ investment. In particular our results 

suggest any potential policy initiatives should be focused on permanent and sustainable 

changes in the user cost.” (Department of Finance) 

Any factor that lowers the user cost, such as a reduction in the corporate income tax rate or an increase in 

depreciation allowances, will encourage capital formation.  A more favourable tax environment will 

stimulate investment and increase the stock of information and communications technology capital 

available to Canadians and to Canadian businesses.  

 

Recognizing that a company’s decision to invest is very sensitive to the return on capital, the U.S. 

recently reduced the federal corporate income tax rate from 35% to 21% and now allows for the 

immediate expensing of capital expenditures, among other things.  This will give a competitive advantage 

for most US companies, particularly those that are capital intensive, because their cost of 

capital/investment will now be lower.  For example, U.S. telecom carriers like Verizon and AT&T will 

have a significant advantage in developing their 5G networks relative to Canadian carriers creating a 

competitive disadvantage for Canadian companies (relative to their U.S. peers) that rely on network 

technology for productivity improvements and in developing new use cases from 5G technology. 

 

Enhancements to the Canadian CCA System 

 

An underlying objective of the Canadian income tax system is to achieve economic prosperity and 

growth. The federal government has used the CCA system in the past to foster economic policy 

initiatives.  

 

We propose to alter the current Canadian CCA system to reduce the cost and support the increase in, or 

acceleration of, the amount of investment by the telecommunications industry.  The proposals accelerate 

tax deductions for current expenditures that taxpayers would otherwise be able to claim in future years. In 

other words, the cost to the government is timing only. 

The most significant investments of the telecommunications industry are included in classes 8 (CCA rate 

20% - radio-communication equipment), 42 (CCA rate 12% - fibre optic cable and telephone or data 

communications equipment that is a wire or cable) and 46 (CCA rate 30% - data network infrastructure 

equipment and systems software for that equipment).   

 

We recommend that all telecommunications investments be included in class 46 and the CCA rate of class 

46 be increased from 30% to 50%. Doing so would lower the cost and increase/accelerate the amount of 

investment in this area.4   

 

                                                           
4 The Conference Board of Canada, “From Landline to Mobile Broadband. Tax Drivers of Investment for Canada’s      

Telecom Industry” (December 2015). 
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In the alternative to increasing the CCA rate for all telecommunications equipment as recommended 

above, we propose:  

 Eliminating the inconsistency in the CCA rate for “data network infrastructure equipment” 5 and 

computer equipment.  Due to a specific exclusion in Class 50, data network infrastructure 

equipment and related systems software currently fall into Class 46 (30% rate) whereas general-

purpose electronic data processing equipment (i.e., computer equipment) and related systems 

software fall into Class 50 (55% rate).  Both function in a similar manner and continue to 

experience significant growth in innovation and technology change, which lead to faster 

obsolescence. 

 

 Suspending the application of the “available for use” (AFU)6 and “half-year”7 rules.  The 

combined effect of the AFU and half-year rules has a significant effect on the amount of CCA 

that can be claimed in the year an investment is made.  In certain circumstances, full CCA cannot 

be claimed in respect of an investment made more than 12 months earlier. 

E-Commerce Sales to Canadian consumers by Non-resident Suppliers 

Domestic suppliers of e-commerce sales are required to register for and collect GST/HST on their 

supplies to their domestic consumers while a non-resident supplier could structure its affairs so that it 

collects and remits no tax.  This not only leads to an ever-increasing loss of tax revenue, it also creates a 

competitive disadvantage for Canadian companies, discouraging investment in Canada.  

As Canadian e-commerce consumption continues to grow, Canadian businesses continue to be 

disadvantaged and significant revenues continue to be lost by the Canadian government. Most other 

OECD (and even non-OECD8) jurisdictions have sought to address this challenge while Canada continues 

to delay in adopting a solution. The Québec government recently followed the OECD approach stating the 

“Québec government recognizes the difficulties posed by the application of tax measures in the context of 

the digital economy, but considers that the status quo is no longer possible. The time has come to adapt 

the QST system to the realities of the 21st century.” 9    

Canada can no longer rely on an outdated approach to the digital economy.  We therefore strongly 

recommend the approach adopted by Québec and most OECD members, which is to require foreign-

based suppliers of digital supplies to Canadian consumers to register under the Excise Tax Act (Canada).                               

                                                           
5 Defined in Regulation 1104(2) 

6 The AFU rule requires capital assets to be ready and available for use before they can be recorded as an addition to 

a class and depreciated for tax purposes. 

7 The half-year rule limits the amount of CCA deductible in the first year in respect of most acquisitions of property.   

8 The recent decision by the Supreme Court of the United States in South Dakota v. Wayfair, Inc., Et Al. opened the 

door for U.S. states to tax e-commerce sales by businesses with no physical presence within the state. 

9 Québec government, 2018-2019 Budget p. A6, http://www.budget.finances.gouv.qc.ca/budget/2018-

2019/en/index.asp 
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A more fulsome discussion can be found in our submission to a previous consultation by the federal 

government.10   

ACCESS TO INFRASTRUCTURE PROPOSALS  

 Efficient deployment of advanced networks drive innovation and productivity growth 

Regulatory oversight of network infrastructure is shared between the federal, provincial and municipal 

jurisdictions.  In order to facilitate the efficient deployment of advanced wireless and wireline networks, 

all levels of government must work together to ensure telecommunication service providers have access 

to essential infrastructure including towers, sites, utility poles, ducts and rights-of-way. This includes 

maintaining reasonable access rates to prevent additional operating costs that deter network expansion. 

In their response to the Industry Committee’s report on broadband connectivity in rural Canada, the 

Government acknowledged, “efficient and timely access to these assets can drastically reduce deployment 

costs, avoid unnecessary duplication and allow for faster deployment”.11 

We recommend that the Government of Canada work with provincial and municipal governments to 

reduce network deployment costs and remove barriers to network investment.  This includes mandated 

access for network equipment on municipal rights-of-way and structures.   

We also recommend that the Telecommunications Act be amended to provide the CRTC with the 

regulatory authority over access to utility poles and ducts for telecommunication service providers.  The 

CRTC has much more experience in setting rates as it has developed a balanced rate-setting methodology 

that allows owners to recover a reasonable portion of the costs.  

                                                                                           

********************************************* 

 

We thank the Committee for the opportunity to present our proposals.  

 

 

Sincerely, 

 
Nick Pantaleo, FCPA, FCA 

Senior Vice President, Corporate Finance 

Rogers Communications  

                                                           
10 Rogers Communications, Submission on Effective Collection of Sales Tax on E-Commerce Sales by Foreign-

Based Vendors, June 2014 

 

11 Government Response to the Eleventh Report of the Standing Committee on Industry, Science and Technology, 

House of Commons, June 2018  

http://www.ourcommons.ca/content/Committee/421/INDU/GovResponse/RP9998905/421_INDU_Rpt11_GR/421_INDU_Rpt11_GR-e.pdf

