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1. Summary 

This submission is provided by MNF in response to the ACCC’s Issues Paper released in 
September 2016.  MNF is an integrated telecommunications software and network provider, 
specialising in IP voice communications.  MNF Group companies include retail brands 
MyNetFone, Connexus, CallStream, PennyTel and The Buzz; and wholesale brands TNZI, 
Symbio and iBoss.  

MNF welcomes the Issues Paper and believes it is timely for the ACCC to consider a range of 
matters that may affect competition over the next five years or so.  In this paper, MNF will 
not comment on all the issues raised in the Issues Paper but concentrate some key issues 
that will impact on MNF.  The Competitive Carriers Coalition (CCC), of which MNF is a 
member, will be commenting on a broader range of issues 
 
The issues that MNF is addressing in this paper and the summary conclusions are: 
- Dark Fibre – there is a need to declare dark fibre access to NBN POI’s 
- CVC Pricing on NBN – price levels are unacceptably high and needs addressing urgently 
- Mobile Services – there is need for substantial review given its changed use and application 
- Internet Interconnection – the “Gang of Four” arrangements are in need of urgent review 
- Number Porting – Telstra’s charges for port-out of ISDN services is stifling competition 
 

2. Dark Fibre Services 
Several years ago when DSL services were expanding as a means of providing broadband 
services over the fixed network, many CSP’s were installing DSLAM’s in Telstra exchanges.  As 
these CSP were not carriers, they needed to purchase backhaul from a carrier.  For many, the 
preferred backhaul was dark fibre as this gave the CSP flexibility of supply under their own 
control as their customer base increased. The alternative approach of using a managed 
service, eg Ethernet was more cumbersome as it would need to be continually monitored 
and upgraded as customer numbers increased. 
 
At that time Dark Fibre was available at a reasonable price to a great many of Telstra’s DSL-
enabled exchanges.  Dark Fibre was provided by companies such as Pipe and Amcom who 
constructed multi-core fibre cables to these exchanges.  Individual pairs could be sold to a 
number of CSP’s leading to the competitive supply of DSL services. 
 
Unfortunately, in the intervening period most of the key dark fibre suppliers (Pipe, Amcom 
and Vocus) are now part of vertically integrated companies who in some circumstances 
choose not to provide dark fibre services in competition to their own provision of managed 
services.  This is particularly the case for dark fibre access to NBN POI’s where we believe 
that providers have withdrawn access or have notified of intent to withdraw access.  This is 
limiting the means of accessing these POI’s and hence reducing competition.  Managed 
backhaul services are certainly becoming more competitively priced but these are less 
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flexible and less cost-effective than dark fibre as far as the smaller CSP’s are concerned. With 
dark fibre, as customer numbers increase at a given POI, it is entirely under the CSP’s control 
to adjust the backhaul capacity rather than having to go back and negotiate incremental 
changes with a managed service supplier.  Dark fibre has flat cost and hence becomes more 
and more economical as numbers scale up. 
 
This is not to say that dark fibre is not available at all.  There is ample dark fibre available 
between many Data Centres (e.g. from the likes of Superloop) and dark fibre is also available 
from a limited number of suppliers to fibred buildings, particularly in the metro area.  
Although there is no a current issue in obtaining dark fibre access to fibred buildings, this 
could change on the whim of the vertically integrated suppliers.   
 
However, the main issue at present for MNF is the lack of availability of dark fibre to NBN 
POI’s and a declaration limited to NBN POI access would markedly assist competition in this 
area.  In addition, the ability to resell this dark fibre capacity would encourage increased 
competition in NBN access.  Availability of dark fibre will allow more CSP’s to direct connect 
and hence provide more competitive offers. 
 

3. CVC pricing and the viability of the NBN 

MNF’s position on this subject is well known and has been expressed several times recently.  
See for example the analysis of Branson and Sugo in NBN: A Next Generation Wholesaler’s 
View in the Australian Journal of Telecommunications and the Digital Economy V 4 No. 2 June 
2016.  

This paper highlights the fact that the NBN business model is under threat from bypass 
technologies such as mobile broadband, fixed wireless and alternative fibre providers such as 
TPG.  The prime reason for this is that the current CVC pricing is too high and is usage based 
which prevents CSP’s from offering full functionality.  The current proposal for dimension-
based discounted pricing for the CVC is still inadequate.  

MNF is keen for the NBN to succeed but for this to be achieved, the NBN commercial model 
needs to be significantly revised.  Unless this is urgently addressed before consumers make 
the technology shift to by-pass options, and well before the rollout is completed in 2020, the 
NBN will be seen as a failure and its true benefits will fail to be realized. 

In addition, with the difficulty of getting to all 121 POI’s, the smaller CSP’s are must stand 
behind aggregators which means it is difficult for them to differentiate on service 
characteristics. 

 

4. Internet Interconnection 

We consider there are two types of Internet Interconnection – Peering and Transit.  IP 
Peering is generally taken to mean that IP traffic is exchanged between parties connected to 
the peering point with no traffic-related charging involved.  There may be a small fixed cost 
for a port charge, e.g 1gb/s port or 10gb/s port.  IP Transit means that the party providing 
the service imposes a traffic based charge for traffic exchanged across the transit point.  The 
IP Transit service can include domestic transit and international transit 
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As indicated in the issues paper, peering arrangements are in place in Australia between the 
“Gang of Four”, namely Telstra/Optus/TPG/Verizon.  As providers such as MNF are not party 
to these arrangements, they need to purchase an IP Transit service from some or all of these 
parties if they wish to access content hosted by these parties.  This puts these providers at a 
disadvantage as they have to pay IP Transit charges when their customers need to access 
content hosted by these parties, eg AFL and NRL websites hosted by Telstra. 

It is by no means clear that the original concept of “peering”, ie traffic volumes are 
approximately balanced, still exists between the peering “Gang of Four” and this is one issue 
that could be investigated as part of the Market Study.  In addition, when the “Gang of Four” 
arrangements were set up and later reviewed, the cost of IP Transit was dominated by the 
international component, by a factor of at least 10:1.  Currently, domestic IP Transit and 
International IP Transit are close together on cost meaning that the cost component of 
Domestic IP Transit is of far greater significance 

Over recent times there has been a rise in so-called “Peering Exchanges” and these are 
readily accessible in major data centres where smaller providers such as MNF often have a 
presence.  These peering exchanges usually charge a fixed port fee but no traffic related 
charges.  These peering exchanges cannot access content hosted by the “Gang of Four” 
which still needs to be accessed via a separately purchased IP Transit service. 

In addition, with the establishment of internet caches in Australia by many international 
companies (eg. Google), the amount of International Transit traffic has decreased 
significantly over recent times.  Much of the high volume international content is now 
available via these peering exchanges and, in fact, MNF has significant content downloaded 
via peering exchanges although International IP Transit still does have to be purchased.  

Although these developments have alleviated the disadvantage of the smaller providers to 
some extent, the Australian peering arrangements between the “Gang of Four” still ensure 
that smaller providers are at a disadvantage when seeking to access domestic content hosted 
by the “Gang of Four” and the Market Study should look at means of addressing this.  In 
addition, members of the “Gang of Four” can readily bundle internet access and network 
access a prices that are very difficult to compete with as they pay nothing for content hosted 
by any of these four parties.  Smaller providers by contrast have to include IP Transit fees in 
their costing calculations.  

The way the internet is being used has also changed over recent years, particularly with 
regards to user generated content for applications such as Facebook, Instagram, etc.  This 
means there is more uploading of content and it can be argued that this should not be 
provided free to the “Gang of Four” which is the case for the IP Transit service they provide, 
ie there is no recognition or payment for content that is downloaded by other providers to 
the “Gang of Four’s customers. 

The impediments to smaller providers are significant today and if this matter is not 
addressed it is only going to become more critical as the growt. and importance of internet 
access continues in the future 
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5. Mobile Services 

Many changes are occurring in the use of mobile services.  Although originally established 
primarily to provide voice services, it has now reached the stage where voice is but one 
application provided on the mobile network.  This is clearly the situation with the ever-
expanding 4G (and future 5G) services which are essentially mobile broadband services with 
voice being provided by an application, eg Skype, VOLTE ,etc.  It is also clear that the concept 
of “mobile services” is undergoing change.  Technology has evolved to the extent that OTT 
services can deliver a true mobile service and spectrum and physical infrastructure are no 
longer mandatory for reception of voice.   

By way of background, some time ago the ACMA allocated a block of 10,000 mobile numbers 
to MNF.  MNF then approached the mobile carriers to condition these numbers in their 
network so we could commence service.  We also provided a commercial offer for the 
service that MNF was proposing to offer.   After considerable discussion we were unable to 
get our numbers conditioned by two out of three mobile networks so it was impossible to 
proceed.  Various reasons were stated but one reason given was that this was not a 
“designated interconnection service” so there was no obligation to purchase a termination 
service to MNF’s allocated mobile numbers.  Subsequently, we have come to understand 
that “virtual mobile numbers” have been allocated by some carriers for services that don’t go 
near a mobile network. 

As it is clear that voice services on mobile devices are now using applications based on the 
data connections rather than voice interconnection, the definition of a mobile service should 
be reviewed.  Greater flexibility in the allocation and use of mobile numbers to allow for the 
introduction of innovative services is required.  MNF has for some time been trying to launch 
such services but has been stymied by the intransigence of the mobile carriers in protecting 
their own interests as indicated above.   One avenue that MNF has tentatively explored to 
overcome this blockage is obtaining regulatory agreement that MTAS be a “designated 
interconnect service”.  This would mean that mobile carriers will be compelled to provide 
access to these new innovative services if requested by the service provider who has been 
allocated mobile numbers by the ACMA.  Note that Clause 46 of the Act states that “carriers 
must obtain designated interconnection services from carriage service providers for the 
purpose of ensuring any to any connectivity”. Hence we consider that the scope of the MTAS 
service reviewed should be reviewed and potentially declared as a designated 
interconnection service.  We understand that at this time no service has been declared by as 
a designated interconnect service but doing so would open the way to more innovative 
mobile services being provided to customers.  We note that this would be in line with the 
most recent trend in “MTAS services” offered by the major carriers in Australia (see, for 
example, the recent “WiFi Talk” offering by Optus) and overseas, particularly in USA and 
Europe. 
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6. ISDN Number Porting 
 
The Commission has, some time ago, published pricing principles for local number 
portability1 (the LNP Pricing Guide) which state that pricing principles for local number 
portability should: 

- provide customers with the appropriate incentives for “efficient” porting 
- not inhibit the development of competition or unnecessarily reduce the 

competitive benefits that local number portability can generate 
 

However, charges imposed by Telstra for the port-out of ISDN services is stifling competition 
as it is preventing ISDN customers shifting to alternative providers. It is difficult for other 
CSP’s to absorb a port-out cost of up to $763 imposed by Telstra on a customer to ensure 
migration as the customers are unwilling to pay this charge themselves.  Note that if a 
customer migrates from MNF to another CSP, we make NO CHARGE to the Customer for 
porting out within standard hours.  This is the situation for almost all porting arrangements 
between CSP’s. 
 
The Telstra customer charge is meant to be an “Administrative Charge” but it is difficult to 
see any justification for such a high charge.  The actual cost of porting is covered by inter-CSP 
Bilateral Agreements and there can be a range of charges that can apply to cover certain 
costs, eg Out of Hours Porting, Pre-Port Validation, Reversals, etc but there is no charge for 
porting within standard hours 
 
The relevant charges are set out in Telstra’s Standard Customer Agreement (OCT) as follows:
   

Local Number Portability administrative charge GST excl. GST incl. 

ISDN 10/20/30, ISDN 2 with Direct Indial 

– first batch (up to 100 numbers) 

– each additional 100 numbers 

$763.64 

$351.82 

$840.00 

$387.00 

ISDN 2 and ISDN 2 Enhanced 

– first batch (up to 5 numbers) 

– each additional number 

$50.80 

$3.88 

$55.88 

$4.27 

 

The LNP Pricing Guide provides that the price for local number portability should not be 
inflated to recover any profits the donor carriage service provider (or any other party) may 
lose in a dependent market as a result of the provision of local number portability  It also 
states that pricing principles for LNP should provide customers with incentives for efficient 
porting and not inhibit the development of competition or unnecessarily reduce the 

                                                           

1
 Pricing Principles Local Number Portability – a guide - available at: 

http://www.accc.gov.au/content/index.phtml/itemId/688483 
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competitive benefits that local number portability can generate.  We believe that if the 
Porting Charges were set in accordance with the guidance contained in the LNP Pricing 
Guide, they would likely be a zero or a nominal amount at most. 
 

As ISDN services will be available for several years prior to complete migration to replacement 
business services on the NBN, this porting issue will be around for some time yet and needs to be 
addressed as it is a clear disincentive to end customers moving between service providers 

 
 


