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1 Introduction  

On 13 September 2013, the Australian Competition and Consumer Commission (“ACCC”) requested 
Telstra to provide certain information under Rule 15 of the Building Block Model Record Keeping and 
Reporting Rule (“BBM RKR”) for the purposes of its review of the Fixed Line Services Model (“FLSM”).  
The ACCC is undertaking this review of the FLSM as part of its Fixed Services Review. 

On 25 November 2013, Telstra provided the ACCC with data and explanatory material (the Explanatory 
Statement) as required under the BBM RKR. Following subsequent discussions between Telstra and 
ACCC staff, the ACCC wrote to Telstra on 17 January 2014 seeking additional and clarifying information 
with respect to certain aspects of Telstra’s BBM RKR Return. The following data and other material 
(which should be read in conjunction with the Explanatory Statement) seeks to address this request.  

2 Operating expenditure 

In response to the BBM RKR, Telstra provided forecast estimates for operating expenditure attributable 
to the relevant FLSM Asset Classes, as well as indirect operating expenditure applicable to the fixed line 
services.  

As noted in the Explanatory Statement (p.10), operating expenditure estimates are the sum of 
contributions from Telstra Operations (specifically, CSD, Networks, ITS, TSO and BU Support), 
operating expenditure related to capital projects (propex), Telstra Wholesale costs associated with the 
supply and support of the regulated fixed line services, a mark-up contribution to account for 
unattributable (common) costs, as well as a separate estimation of operating expenditure related to the 
LSS. 

In its Request for Information, the ACCC states: 

Telstra’s December 2013 note states that Telstra is able to provide a detailed breakdown of 
direct operating expenditure by activity drivers and also by expenditure types for the direct and 
indirect operating expenditure of the two key contributors—[C-I-C starts]  

 [C-I-C ends]. The ACCC considers that the breakdown by activity drivers 
is necessary for its assessment and requests this information for each of the contributors to 
operating expenditure as detailed in the report. The ACCC also considers that the 
disaggregation of operating expenditure by expenditure types (e.g. labour/wages and associated 
costs, license fees, rent and etc.) for the two key operating expenditure contributors is necessary 
for its assessment. The ACCC therefore requests this be submitted by Telstra for its 
assessment. 

This further material is set out below. 
 

Breakdown of operating expenditure by contributing factor 

Table 1 sets out the contribution of Telstra Operations (CSD, Networks, ITS, TSO and BU Support), 
Propex, Telstra Wholesale, Unattributable mark-up and LSS to total estimated operating expenditure 
with respect to the relevant FLSM Asset Classes (as well as indirect operating expenditure) for FY2014: 
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Table 1: Breakdown of Operating Expenditure Forecast, by contributing factor and FLSM Asset Class, FY2014 [C-I-C starts]  

  

  
 

 
  

 
 [C-I-C ends]  
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Further breakdown of operating expenditure for key contributing factors by relevant drivers and cost 
categories 

The following section provides further breakdowns of the individual contributors to the opex forecasts for 
FY2014: Customer Service Delivery (CSD), Networks, IT Services, Telstra Service Operations (TSO), 
Telstra Operations BU Support, Propex and Telstra Wholesale for each FLSM Asset Class (as well as 
for indirect operating expenditure relevant to the fixed line services); showing the different 
drivers/categories of operating expenditure for each contributing factor. 

Customer Service Delivery (CSD) LOB 

As set out on page 14 of the Explanatory Statement, direct operating expenditure from CSD attributable 
to the FLSM Asset Classes has been calculated by using the coding information contained within the 
Telstra General Ledger. Relevant operating cost lines directly attributed to an asset within a given FLSM 
asset class are summed to provide the operating expenditure estimate for that FLSM asset class with 
respect to CSD.  

Further information can be extracted from these accounting records to detail the drivers of this 
expenditure (specifically the particular activity code associated with the expenditure) as well as the type 
of expenditure (e.g. wages, salary and associated labour costs).  

The following table illustrates the breakdown of CSD contribution to operating expenditure in FY2014 by 
FLSM asset class and expenditure driver (activity code). Operating expenditure from CSD relevant to the 
FLSM Asset Classes can be categorised into one of six activity code groupings: faults, proactive and 
routine maintenance, installation, disaster remediation, customer conversion, and network retirement. 

Table 2: Breakdown of Direct CSD Operating Expenditure, by Activity Type, FY2014 [C-I-C starts]  
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•  
[C-I-C ends]  

The following table provides an alternative breakdown of direct operating expenditure incurred by CSD 
relevant to the FLSM Asset Classes by expenditure type – either labour/wages and associated costs and 
other costs: 

Table 3: Breakdown of Direct CSD Operating Expenditure, by Expenditure Type, FY2014 [C-I-C starts]  

 

  
 

  
  

 
  

 
 [C-I-C ends]  
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Table 5: Breakdown of Direct Networks Operating Expenditure, by Expenditure Type, FY2014 [C-I-C 
starts]  

 

  
  

  
[C-I-C ends]  

In addition to operating expenditure directly attributable to the FLSM Asset Classes, Networks also 
contributes indirect operating expenditure relevant to the Fixed Line Services. Table 6 illustrates the 
breakdown of this indirect operating expenditure (as at FY2014) by driver [C-I-C starts]  

 [C-I-C ends]  

Table 6: Breakdown of Networks indirect operating expenditure, FY2014 [C-I-C starts]  
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Table 16 shows the breakdown of the top 10 IMC codes (in terms of propex) by FLSM asset class for 
FY2014. 

Table 16: Breakdown of Propex Operating Expenditure for top 10 IMC codes (in terms of propex), 
FY2014 [C-I-C starts]  

 

[C-I-C ends] Telstra Wholesale 

As set out in the Explanatory Statement (p. 18), estimates of relevant operating expenditure 
contributions from the Telstra Wholesale Business Unit were based on Telstra Economic Model cost 
allocations. Relevant indirect (attributable) costs for the regulated fixed line services (ULLS, LSS, PSTN 
OA and TA, WLR, LCS and WDSL) were assessed for the period FY2011 to FY2013 to estimate these 
services’ average share of Telstra Wholesale’s total operating costs. This proportion was then applied to 
Telstra Wholesale’s budget for the same cost categories for FY2014 to estimate Telstra Wholesale’s 
contribution to the FLSM operating expenditure. It should be noted that for these services no direct 
operating expenditure was recorded by Telstra Wholesale and unattributable costs were excluded from 
the calculation. A contribution towards unattributable (corporate overhead) costs is estimated separately 
(see Explanatory Statement, p. 18). 

Table 17 sets out the relative contributions of the different indirect cost categories for FY2014. 

Table 17: Breakdown of Telstra Wholesale Expenditure by cost category [C-I-C starts]  

 
 
[C-I-C ends] Further questions on operating expenditure  
 

1. The Explanatory Statement section of the report states that three components of the operating 
expenditure forecast (i.e. Telstra Wholesale, unattributable costs and the Service Operations 
LOB) are based on the declared fixed line services’ share of the FY2014 budget. However, 
this appears to be on a different basis to other components of the operating expenditure 
forecasts, which are based on costs relevant to the FLSM Asset Classes. Please provide 
operating expenditure forecasts in terms of costs relevant to the FLSM Asset Classes for 
Telstra Wholesale, unattributable costs and the Service Operations LOB.  
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Figure 1: Actual and forecast estimates for IMC 986, IMC 985 and IMC 430, FY2010 to FY2019 [C-I-C 
starts]  

[C-I-C ends]  

 

Figure 2: Actual and forecast estimates for IMC 143, IMC 149 and IMC 358, FY2010 to FY2019 [C-I-C 
starts]  
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4 Demand Forecasts 

In the RKR return Telstra provided demand forecasts for the period FY2014 to FY2019. In its Request 
for Information, the ACCC states: 

... Telstra stated that it is able to provide an historical comparison of past period forecasts to 
actual outcomes for the services, based on the forecasts used by Telstra for the purposes of its 
corporate planning. This comparison would further explain Telstra’s demand forecasts and 
thereby assist the ACCC in forming a view regarding the reasonableness of those demand 
forecasts. Please provide this comparison for each of the service categories listed in Table C4 of 
the BBM RKR for the 2010-11 to 2012-13 years. 

 
This further material is set out below. 

The following analysis assesses past period demand forecasts against actual demand. The forecast 
estimates used in the following analysis have been used as part of Telstra’s annual planning cycle. The 
processes and assumptions used in the estimation of these forecasts are consistent with the approaches 
used in the preparation of the BBM RKR  

The following charts show the comparison of forecast and actual demand for ULLS, WLR, LSS, WDSL, 
Retail Basic Access and Retail ADSL SIOs as well as LCS call minutes. Actual values are shown for the 
period FY2010 to FY2013, compared to forecast values as estimated at March 2010, March 2011, 
March 2012. Therefore, for each service the relative accuracy of forecasts over a one year, two year and 
three year horizon can be assessed.  
 
Figure 4: Forecast vs Actual - Unconditioned Local Loop Service (ULLS) SIOs, FY2010 to FY2013 [C-I-
C starts]  

C-I-C ends]  
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Figure 5: Forecast vs Actual - Wholesale Line Rental (WLR) SIOs, FY2010 to FY2013 [C-I-C starts]  

[C-I-C ends]  

 
Figure 6: Forecast vs Actual Line Sharing Service (LSS) SIOs, FY2010 to FY2013 [C-I-C starts]  

C-I-C ends]  
 
 
Figure 7: Forecast vs Actual Wholesale ADSL (WDSL) SIOs, FY2010 to FY2013 [C-I-C starts]  

C-I-C ends]  
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Figure 8: Forecast vs Actual Local Carriage Service (LCS) minutes, FY2010 to FY2013 [C-I-C starts]  

C-I-C ends]  

 
Figure 9: Forecast vs Actual Retail ADSL SIOs, FY2010 to FY2013 [C-I-C starts]  

C-I-C ends]  
 
 
Figure 10: Forecast vs Actual Retail Basic Access SIOs, FY2010 to FY2013 [C-I-C starts]  

[C-I-C ends]  






