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12 January 2017
The Hon. Mitch Fifield MP
Minister for Communications and the Arts
Parliament House
CANBERRA ACT 2600
Dear Minister

The Australian Competition and Consumer Commission (ACCC) is required under the
Competition and Consumer Act 2010 (CCA) to review and report annually on:
•

competitive safeguards within the Australian telecommunications industry under
subsection 151CL(1) of the CCA and

•

changes in the prices paid by consumers for telecommunications services under
paragraph 151CM(1)(a) of the CCA.

Enclosed are the two reports for the 2015–16 financial year. Subsections 151CL(5) and
151CM(3) of the CCA require you to table both reports in each House of Parliament within
15 sitting days of receipt.
Yours sincerely

Roger Featherston
Acting Chairman
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Types of internet access platforms
Dial-up uses the voice band frequencies to transmit internet data over the copper access
network and has a headline data download transmission rate at a maximum of 56 kilobits
per second.
DSL, including asymmetric DSL (ADSL) like dial-up, uses the copper access network to
provide an internet service. DSL operates at higher frequencies than voice services, and
therefore is a form of broadband which operates independently of and simultaneously with
the provision of traditional voice services over the same copper pair.
ADSL2+ is a DSL technology commonly used in the current network to provide high data
rates over copper pair telephone lines up to about 4 km in length. It is typically installed in
telephone exchanges or alternatively in nodes closer to the end customers. The downlink
data rate is usually significantly greater than the uplink data rate.
Very high bit rate Digital Subscriber Line 2 (VDSL2) is a DSL technology used to provide
high data rates over copper pair telephone lines of up to about 1 km in length. It is typically
used in fibre-to-the-node (FTTN) or fibre-to-the-basement (FTTB) deployments. It can also
include vectoring to help remove the impact of crosstalk from one copper line to others. It is
able to provide symmetric data services.
HFC cable is a combination of optical fibre and coaxial cable, which can be used to provide
high data rate broadband services, in addition to pay TV and voice services.
Fibre refers to optical fibre which can be used to provide high data rate broadband services
by transmitting information as light pulses.
Wireless broadband services are offered through both mobile and fixed wireless
retail services:
•

Mobile wireless data services have evolved from mobile phone technology, which uses
various portions of the radio frequency spectrum. Mobile network technologies allow
users to both move between geographic areas or cells and roam between different
mobile networks. Users can access mobile wireless broadband networks using 2G, 3G or
4G voice handsets or non-voice service equipment such as USB modems or datacards.

•

Fixed wireless networks use similar technology to that used in mobile wireless networks.
Significantly higher data rates and/or longer transmission distances can be attained from
these networks by using fixed directional antenna only (that is, mobility is not supported
by these networks).

Note: Many consumers now connect their devices at home or work via a wireless router, even
if it is a fixed line broadband connection to the internet. This is considered to be a fixed line
service rather than a wireless service, because the underlying internet connection is via a
fixed line connected to the customer’s premise.
Satellite broadband uses satellites to relay data signals sent and received via a satellite dish
by isolated end-users to and from a ground station connected to a broadband network.
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More consumers can access higher quality networks and a greater range of services
•

Next generation networks extend their reach, bringing higher network capacity
–– NBN services more than doubled; two thirds are in regional areas, and almost all are
used for residential grade services
–– NBN retail service providers (RSPs) provide four times as much network capacity
per end-user on the NBN as wholesale customers are provided on Telstra’s ADSL
network, enabling better busy hour performance.

•

The three 4G networks each cover at least 94 per cent of the population; LTE
technologies are deployed to enable improved voice and data services.

•

Retail service providers increasingly compete on data, bundled offers, and
entertainment inclusions; while over-the-top services further expand the range of
service options
–– 44 per cent of consumers watch catch up TV and 32 per cent access an online
subscription TV service.

Internet prices are increasing but consumers are getting and using more data
•

More data is being consumed, driven by audio-visual entertainment, cloud services,
and increasingly content rich websites and social media applications
–– data download volumes increased by 52 per cent
–– fixed broadband plans trend towards very large or unlimited data quotas, while
average data inclusions on mobile plans increased by a third.

•

The average real price paid for a broad basket of services fell by 1.5 per cent, with
reductions in mobile handset, voice and legacy internet services; while average prices
for NBN and wireless internet services increased.
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Key points

Competition proves resilient to consolidation and transition to new cost structures
•

Retail market shares remain stable, while wholesale shares shift as competitive carriers
migrate services to the NBN and MVNOs swap over to other mobile networks.

•

Network capacity increases as a proportion of total costs of supply, as end-users take
advantage of the higher throughput available over next generation networks.

•

Average access payments on NBN ($43 per month) outstrip those for national access
to the Telstra legacy network ($33 per month); but carriers on the Telstra legacy
network must also meet the costs of operating their DSL networks, and cannot supply
the full range of retail services that are available over the NBN.

•

Optus, Telstra, TPG, Vocus and Vodafone end the year as the retail carriers with
significant national investments and presence in fixed and/or mobile markets.

More progress is made towards pro-competitive structural reform
•

NBN and other wholesale only access networks made inroads to exceed one million
services, while over eight million services remain on legacy access networks.

•

Important gains were made towards equivalent access to Telstra’s legacy network
–– regulated access charges were reduced to 9 per cent, with the average price paid
for a broad basket of regulated services being in line with the level of network access
costs that Telstra uses for reporting on its retail businesses
–– Telstra completed its systems remediation to ring fence wholesale customer
protected information.
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The communications sector remains a high priority area for the ACCC
•

The ACCC received 2775 complaints and enquiries about telecommunications services
in 2015–16, and undertook 15 major investigations.

•

The ACCC completed a proof of concept trial of broadband speed monitoring
program which assists consumers identify products that suit their needs.

•

Reflecting the significant changes occurring, the ACCC has commenced a market
study into the communications sector.

Report outline
Chapter 1 is an overview of competition in the communications sector over the 2015–16 year,
highlighting key developments, trends and ACCC activities. It draws on material explored in
more detail in subsequent chapters.
Chapter 2 draws on data that is collected by the ACCC and is publicly available to report
on developments in fixed line, mobile, and wireless markets, and on consumer trends and
complaints across the sector.
Chapters 3 to 8 outline the ACCC’s activities in the communications sector over the
2015–16 year:
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•

Chapter 3 reports on competition matters, including investigations under Part XIB of the
CCA, and major merger and authorisation matters.

•

Chapter 4 reports on consumer focussed activities, including formal actions taken under
the Australian Consumer Law and other initiatives to improve outcomes for consumers.

•

Chapter 5 reports on our monitoring and reporting functions.

•

Chapter 6 reports on our role in regulating access to telecommunications services,
including declaration inquiries and access determinations.

•

Chapter 7 covers our activities regulating the NBN and other superfast
telecommunications networks.

•

Chapter 8 reports on our activities with respect to Telstra’s structural separation and our
other key roles under the Telecommunications Act 1997.

1.1

State of play: snapshot of industry transition

1.1.1

NBN rollout accelerates

The pace of structural change in the fixed line sector accelerated during 2015–16 with
significant progress in the rollout of the various components of the NBN. At 30 June 2016,
2 893 474 Australian premises were serviceable by the NBN, compared to 1 153 077 at the
same time last year. Activated services also more than doubled over the period from 485 615
to 1 098 634.
Consumer grade services—designed for use by residential and home/small business endusers—make up almost all NBN activations to date. The volume of business grade services
is expected to grow as more retail service providers (RSPs) build business products on top
of NBN access services, and legacy business services begin to fall within the NBN service
migration program.
While Telstra’s fixed line access network continues to provide the majority of wholesale and
retail voice and broadband services, the volume of these services is gradually declining as
services migrate to the NBN. The rate of this decline increased this year with the acceleration
of NBN deployment. This is demonstrated in figure 1.1.

Competition in the Australian telecommunications sector

1 Competition in communications 2015−16

During the year the mix of technologies that make up the NBN also continued to change,
with the launch and commencement of services using the NBN Sky Muster satellite, as well
as new fibre-to-the-node (FTTN) services. The deployment of FTTN has been particularly
fast-paced with 745 000 connections in the first year of commercial launch. During the year,
NBN also incorporated hybrid fibre coaxial (HFC) cable into its technology mix, introducing a
small footprint of commercial wholesale services in July 2016.
The NBN deployment is, however, still at a relatively nascent state, particularly under the
multi-technology mix (MTM), hence observations about market structure necessarily reflect a
snapshot of a particular point in time during a broader industry transition.
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Information.

1.1.2

Industry consolidation and market shares

A significant amount of merger activity occurred in the industry in late 2015, leading
to increased consolidation. Key transactions included the acquisitions by Vocus
Communications (Vocus) of M2 Group Limited (M2) and Nextgen Group (Nextgen), and the
acquisition by TPG Telecom Ltd (TPG) of iiNet Limited (iiNet).
As a result of this activity the fixed line market structure has coalesced into four dominant
providers—Telstra, Optus, TPG, and Vocus. These providers operate extensive transmission
networks and provide competitive retail services in both the fixed voice and broadband
markets. They are also horizontally integrated in the mobiles markets both as mobile network
operators (MNOs) such Telstra and Optus and mobile virtual network operators (MVNOs).
Telstra maintained the greatest proportion of services in operation (SIOs) among these four
providers in the fixed line broadband market, with a relative share of 41 per cent, followed by
TPG/iiNet at 26 per cent. The next largest providers were Optus at 14 per cent and Vocus/
M2 at 9 per cent.
In the market for NBN wholesale access services, Telstra has the largest national market share
at 48 per cent, followed by TPG/iiNet at 26 per cent, Optus at 14 per cent and Vocus/M2 at
6 per cent. For wholesale NBN satellites services, smaller providers have a stronger market
presence, with SkyMesh at 28 per cent of the market and Australian Private Networks at
26 per cent.
Market shares for the legacy ADSL and cable broadband markets have remained relatively
static over recent years. Some modest erosion of Telstra, Optus and iiNet’s retail market share
has benefited smaller broadband providers. Similar to other fixed line sectors, consolidation
has led to four providers accounting for around 90 per cent of retail broadband market share.
Similar to the fixed line market, Telstra is the largest player in the mobiles market. Retail
market share for mobile handset services has remained unchanged since 2014, with Telstra
maintaining a 45 per cent share, followed by Optus at 27 per cent, Vodafone Hutchinson
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1.1.3

Developments in retail competition

While there have been changes in prices for fixed voice, broadband and mobile services,
there has been an increased focus on non-price strategies as service providers continued to
differentiate their retail propositions.

Price competition
Overall prices paid for telecommunications services fell in real terms by 1.5 per cent in
2015–16. This is a relatively small decrease in real prices compared to decreases recorded
in the past 10 years, which averaged 3.1 per cent. The ACCC reports on overall changes in
prices for telecommunications services in its report, Price changes for telecommunications
services in Australia 2015–16.1
Prices paid for fixed voice and mobile services both declined. Average real prices for
fixed line voice services declined by 7.5 per cent during 2015–16, and have declined by
54.4 per cent since 1997–98.
Price declines in mobile services were more modest. Retail prices for mobile handset
services decreased on average 1.8 per cent during 2015–16, with prices for post-paid plans
falling 0.8 per cent and those for prepaid plans by 6.1 per cent. These decreases were
accompanied by increases in data inclusions of 30 and 44 per cent on average for these
services respectively. Given the price decreases and the simultaneous increases in data
inclusions, many consumers of mobile services are likely to be better off.

Competition in the Australian telecommunications sector

Australia (VHA) at 18 per cent and MVNOs at 10 per cent. In the market for retail wireless
broadband services Telstra has 65 per cent of the market, Optus, 13 per cent and VHA,
7 per cent.

Prices paid for internet services generally increased during the year, with the average real
price paid for all types of internet services increasing by 2.7 per cent. At the same time,
internet plan data inclusions increased considerably. Prices for digital subscriber line (DSL)
and cable services fell in real terms by 0.7 per cent and 0.1 per cent respectively, while data
inclusions for these services increased by 32 and 19 per cent respectively. Prices paid for
NBN and wireless services increased in real terms by 4.4 and 6.4 per cent respectively. Data
inclusions for these services increased significantly—up 75 per cent for NBN services and
91 per cent for wireless.
While the increase in prices paid for internet services goes against the recent downward
trend in prices, the increase in data inclusions suggests that some consumers are paying
more to receive more. For instance, the 6.4 per cent price increase for wireless services
reflects increased monthly bill payments for higher spending consumers. Alternatively, in
the case of DSL and cable services, the modest price decreases and significant increases in
data inclusions suggest that some consumers may be obtaining more while prices remain
relatively static.
For NBN services, the average monthly bill spend has increased for some consumer groups.
Both the ‘very low’ spending and ‘very high’ spending consumer groups have shown an
increase in spending. For ‘very low’ spending consumers, this appears to be due to the
increase in the price of entry-level NBN plans offered by some providers. The observation is
based on an ACCC sampling of retail bills, a methodology which the ACCC is in the process
of reviewing.2 NBN services are also currently only a relatively small share of all internet
services, and low spending consumers do not necessarily equate to low income consumers,
therefore the implications of this observation are not clear. It may be the case that some
1

Available on the ACCC website at www.accc.gov.au. This report also sets out the methodologies for
calculating the price indices the ACCC uses to monitor prices, and the qualifications around those indices.
Those qualifications apply equally to this report.

2

ACCC, Price changes for telecommunications services in Australia 2015–16, pp. 2, 47.
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providers are withdrawing plans with small data inclusions, and consumers are moving to
the next level plan with a higher allowance and price. Alternatively, it may be the case that
consumers are choosing to pay more for plans with more data. There is also still a range of
options available to consumers who do not wish to purchase plans with high speeds and
large data inclusions, or to those who want basic NBN connectivity.

Data inclusions, bundling and content are differentiators
Data inclusions in broadband plans are a key point of competition. Based on a sample of
internet plans, the data inclusions across all internet service types grew by 21 per cent in
2015–16, following an increase of 56 per cent in 2014–15, and 86 per cent in 2013–14.3 There
is a continued increase in the number of plans available with ‘unlimited’ downloads, while
the data inclusions in capped plans is also increasing. Broadband plans with no minimum
contract terms also continue to become more common.
The situation is similar with mobiles, where data allowances continue to displace call and
text offerings in how consumers compare plans. As data becomes a key comparator, simonly plans (which tend to offer higher data allowances at lower prices) have become a key
market. Sim-only plans often involve short or no fixed term contracts as the customer uses
their own handset for the service. In contrast, traditional mobile plans involve a fixed contract
commitment of up to two years with limited flexibility to shift to new plans.
Providers are also continuing to bundle entertainment services with fixed broadband
services. The bundled price of a fixed broadband and content service is typically cheaper
than the total price of acquiring each component of the bundle separately. Some of these
entertainment services are also offered on an unmetered basis. Following the widespread
take-up of streaming services, major service providers are offering these services as part of
entertainment bundles that often include unmetered content or free subscriptions.
Service providers also continue to position themselves as providers of content and
media rather than pure broadband connectivity. Content propositions are a key point of
differentiation between providers. The larger providers continue to focus on bundling
exclusive content while smaller players focus on providing unmetered access to third party
content services.
While it has not yet emerged strongly, there are also signs that horizontally integrated
providers are bundling their fixed and mobile products. Telstra bundles its ‘Telstra Air’ WiFi
service with fixed broadband plans enabling customers to use WiFi hotspots on their mobile
devices in Australia and overseas. Telstra has also released a hybrid home modem that
combines fixed and mobile broadband so that if the fixed service encounters an issue, a
continuous service will continue to be supplied through the mobile connection. Optus also
began offering bundling discounts for customers who take both a fixed and mobile service
during the year.
Service providers are also entering adjacent markets, by bundling existing products with
novel offers. During the year Foxtel launched services on the NBN, and Vodafone announced
its intention to do the same. MVNO Amaysim announced plans to enter the fixed line market
through its acquisition of Australian Broadband Services. Other areas service providers have
moved into include cloud services for businesses and healthcare.

1.1.4

ACCC market study

In recognition of the changes occurring in the communications sector, the ACCC
commenced a market study in September 2016 to take stock and to identify emerging
issues, as well as to ensure that regulatory frameworks keep pace with change.

3

6

ACCC, Price changes for telecommunications services in Australia 2015–16, p. 26.

•

the impact of changes in consumer trends and preferences on the provision of
communication services

•

the growth in demand for data, and the impact of this growth on network investment and
data traffic management

•

industry consolidation, the transition to the NBN and concerns about competition,
pricing, and consumer expectations

•

the increasing convergence of mobile and fixed line networks

•

availability and competition in the supply of intermediate inputs, including internet
interconnection, access to dark fibre and domestic and international transmission, and

•

the emergence of new technologies and delivery platforms.

Through 2016 and the first half of 2017 the ACCC is undertaking consultation. We intend to
release a draft report on the study in 2017, with a final report by November 2017.

1.1.5

Promoting effective competition in the transition to the NBN

During the year the ACCC also carried out activities to identify and address impediments to
competition as the industry transitions to a structure underpinned by the NBN.

Competition in the Australian telecommunications sector

A number of issues identified in this report will be explored in further depth and with a
forward looking perspective in the upcoming market study. Among the issues the ACCC will
examine in the market study are:

The ACCC investigated and issued a report on service delivery agreements between Telstra
and NBN Co. In the last 12 months, Telstra and NBN Co announced they had entered into
service delivery agreements for Telstra to provide network services to NBN Co during the
rollout. While the purpose of the agreements is to accelerate the NBN rollout, they may have
implications for the emergence of more competitive fixed-broadband markets. For example,
the agreements may provide Telstra a ‘head start’ in selling broadband services over the NBN,
preferential service activation and a greater insight into the NBN rollout.
The ACCC engaged with NBN Co and Telstra to address these concerns. As a result, NBN Co
and Telstra have put in place a number of measures to mitigate any advantages Telstra may
obtain. These arrangements are designed to ensure that all NBN Co access seekers receive
equivalent activation and assurance outcomes, and that all NBN access seekers are provided
with consistent information on the rollout of the NBN. This should ensure that all RSPs have
consistent and timely information to inform their investments, marketing and migration
activities with the NBN rollout.
The ACCC also oversaw a wide-ranging program of work undertaken by Telstra to remediate
its legacy IT systems to address concerns about the disclosure of protected wholesale
customer information to its retail units. Telstra’s Structural Separation Undertaking (SSU) sets
out measures that require Telstra to supply regulated services to its wholesale customers and
retail business units on equivalent terms, and to maintain strict separation between Telstra’s
retail and wholesale business units.
An important element of strong retail competition on the NBN as well as legacy and
mobile networks is the availability of competitively priced wholesale transmission services.
During the year, the ACCC made a new access determination for the regulated domestic
transmission capacity service (DTCS). This determination implemented substantial
price reductions, reflecting the downward trend in commercial transmission prices. The
determination should promote downstream competition particularly in regional areas where
there is little competition for transmission services.
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1.1.6

Regulation of the NBN and other superfast networks

As the NBN and other superfast networks progressively displace the legacy fixed line
infrastructure for broadband services, the ACCC’s regulatory settings seek to ensure that
competition at the wholesale level supports a competitive retail sector.
The ACCC has a number of responsibilities in regulating access to services provided by
NBN Co. Many of these arise under NBN Co’s special access undertaking (SAU), which
the ACCC accepted in December 2013. In 2015–16 the ACCC began assessing a proposed
variation to the SAU, in which NBN Co proposed to update the SAU to reflect the MTM
model for the NBN. The ACCC must accept or reject the variation with reference to the
criteria in the CCA. The ACCC’s assessment is ongoing.
The ACCC also declared a superfast broadband access service (SBAS). This declaration
covers superfast broadband networks not captured by the existing declaration of the local
bitstream access service (LBAS). Declaration of the SBAS and the combined SBAS and
LBAS final access determination inquiries will set price and non-price terms and conditions
of access for both services. This should ensure that consumers relying on these non-NBN
networks can access a choice of retail offerings at prices that reflect levels available on
the NBN.

1.1.7

Continuing regulation of legacy networks

While migration to the NBN gathers pace, millions of Australians still acquire their broadband
and voice services over the copper network. Regulation of this network ensures that
consumers continue to receive competitive retail services.
During the year the ACCC made a new access determination for the wholesale fixed line
services that underpins retail voice and broadband services on Telstra’s network. The
determination set access prices that reflect our estimation of the prudent and efficient costs
of providing the service, and which seeks to prevent consumers bearing higher charges as
a result of Telstra’s arrangements with NBN Co. Telstra sought judicial review of the ACCC’s
determination, and the matter was heard by the Federal Court in March 2016. Judgment will
be delivered in due course.
This year the ACCC also commenced an inquiry into whether to continue the declaration of
wholesale ADSL. The wholesale ADSL service was first declared in 2012 in recognition that
competition in the supply of ADSL was not effective in some areas. The ACCC has consulted
on whether to continue declaration of the service and expects to make a determination in
early 2017.

1.2

Consumer matters

1.2.1

Increasing demand for data and over-the-top streaming

A continuing trend amongst consumers is for greater amounts of data on both fixed line
and mobile networks. Overall data download volumes increased by 51 per cent between
June 2015 and June 2016. Fixed line downloads increased 52 per cent and wireless
increased 24 per cent. This increase was driven by growing consumption of audio-visual
content services, as well as the increasingly content rich nature of websites and social media
applications. These trends have been assisted by the greater availability of high speed
internet plans and large data download allowances. This is demonstrated in figure 1.2.
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Figure 1.2

Download allowances on mobile plans have grown significantly, underpinning consumers’
increasing preference for going online via their personal devices. However, sustained growth
in data usage on both fixed and mobile plans suggests that fixed and mobile broadband
services remain complementary for the majority of consumers. Fixed broadband services,
where unlimited downloads are prevalent, account for 97.7 per cent of all data downloaded
in Australia.
Consumption of online audio-visual content services is being driven by demand for two
key over-the-top (OTT) platforms—catch-up services of established free-to-air (FTA)
broadcasters and subscription streaming services offered by relatively new content
providers. FTA catch-up services were viewed by 44 per cent of Australians in the six
months to June 2016, with subscription streaming services watched by 32 per cent in the
same period.
There are increasing signs that online streaming services are becoming the content source
of choice for younger Australians. As take-up of streaming services continues, and new
services emerge, data traffic volumes on Australian networks are expected to continue
to grow rapidly particularly during peak evening periods. Accommodating this growth in
traffic is likely to remain a key challenge for network operators, requiring continued network
investment or the use of retail price signals.

1.2.2

Broadband speed and performance

During a period of significant market transition, it is important that consumers have access
to accurate, comparable information about service performance to assist their purchasing
decisions and to reduce the likelihood that they may be misled. Increased transparency over
service performance will prompt retail service providers to improve performance, so as to
compete on product dimension as well as on price and inclusions.
Clear performance information is particularly important when consumers are being called
upon as part of the NBN migration to make choices between a range of communications
services and applications that are continually growing in number and complexity. It is
understandable that consumers are increasingly looking for verified information about the
speed and performance of broadband services to assist their purchasing decisions.
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Consequently, it is becoming increasingly important that RSPs are clear and accurate when
marketing the speed of their broadband services. In December 2015 Optus paid infringement
notices for alleged false or misleading representations about the speeds available on its
cable broadband plans. The ACCC was concerned that the use by Optus of the term ‘NBNlike speeds’ represented that the advertised broadband plan provided speeds that were
comparable to the NBN, when this was not the case.
During the year the ACCC consulted extensively with RSPs, network operators and
consumers on the standards that would be reasonable to apply to the marketing of
broadband services. This emphasised the benefits of service performance information,
including for the busy hour, being presented to consumers in a comparable manner.
To facilitate this the ACCC is reviewing its broadband speeds claims guidance to industry
to encourage RSPs to provide relevant information about the speed and performance
consumers can expect when using their services as part of their marketing and
sales activities.
To complement these steps, the ACCC also recommends the introduction of a Broadband
Performance Monitoring and Reporting (BPMR) program that would provide verified,
comparable information about the typical performance of RSP’s broadband services. During
the year, the ACCC ran a pilot program to monitor and report on various fixed broadband
services in order to provide an effective proof of concept for an ongoing program. The
metrics selected for testing included download/upload speeds, web browsing time, latency,
packet loss, video streaming, jitter and DNS resolution. While a range of results were
observed, there was a noticeable trend in deteriorating performance during busy hours
across most of the monitored services, particularly in relation to download speeds.

1.2.3

Consumer experience in migrating to the NBN

Effective migration to the NBN remains an area of focus. Complaints to the
Telecommunications Industry Ombudsman (TIO) relating to NBN migration have increased
substantially during the year, reflecting both the higher number of migrations as well as the
issues that are impacting on end-users’ migration. Key complaints about the NBN include
faults (such as slow data speeds and drop outs) and issues with connections (such as delays
and missed connection appointments).
The ACCC has continued to work with other industry stakeholders to provide clear and
consistent information on NBN migration, including to identify any information gaps. In
early 2016, the government’s Migration Assurance Policy and the Communications Alliance’s
Industry Guidelines were published. These documents aim to provide a clearer allocation
of roles and responsibilities for industry stakeholders to improve the quality of information
and the migration experience for consumers and businesses. NBN Co is continuing its
Public Information on Migration (PIM) campaign. The ACCC has been involved in these
processes and also continues to update its website to provide consumers with information
about telecommunications services, including NBN migration. The ACCC has also approved
amendments to Telstra’s Migration Plan to accommodate unanticipated issues arising in the
migration process. The amendments have largely been aimed at ensuring essential services
are not inadvertently disrupted by the migration process.
In addition to the action described above in response to advertising by Optus, the ACCC
has undertaken other enforcement action on consumer matters in the communications
sector. The ACCC is continuing to investigate instances of customers being transferred
from one supplier to another without their consent (known as ‘slamming’). The ACCC
is working with the Australian Communications and Media Authority (ACMA) and TIO
on strategies to address this conduct. In December 2015 the ACCC commenced legal
proceedings against 10 corporations trading as SoleNet and Sure Telecom, and their director,
alleging unconscionable conduct in the supply of telecommunications services, and undue
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1.2.4

Network performance

A number of network outages during the year on both fixed line and mobile networks
impacted customers across wide geographic areas. Increased consumer and business
reliance on uninterrupted communications services ensured these outages were given
widespread media coverage. These outages also prompted commitments of increased
investment to avoid future disruptions, with Telstra announcing it would invest $250 million
to improve the resilience and performance of its fixed and mobile networks. Consumer
dissatisfaction with outages also led to network reliability becoming a point of differentiation
between networks.

1.3

Competition in regional, rural and remote Australia

Competition and the quality of communications services in regional, rural and remote
Australia remain policy priorities for the sector.

1.3.1

Competition in the Australian telecommunications sector

harassment, in breach of the Australian Consumer Law. The ACCC has also intervened in
a number of cases involving telecommunications providers allegedly misrepresenting their
consumers’ rights.

Competition by technology

While four national players appear to be emerging as the dominant NBN RSPs, competition
is evolving differently across regional and metropolitan markets. However, as noted
earlier, given that the rollout of the NBN is continuing and is still in relatively early stages,
any observations about structural developments doesn’t necessarily reflect a point in
time snapshot.
Telstra has a leading share of the regional broadband market on the NBN, reflecting its
dominant position in regional areas on the legacy copper network. As many consumers have
so far remained with their existing provider when they migrate, Telstra’s market share has
been largely transferred to the NBN. Small and emerging RSPs have, however, attained a
relatively high market share on regional fixed wireless and satellite technologies compared to
the fibre-based technologies on the metro and outer-metro points of interconnection (POIs).

1.3.2

Government initiatives

The challenges of infrastructure deployment in regional and remote areas are well known.
Distance and terrain can make the cost of deploying infrastructure in those areas high, while
the low population densities mean that revenues are insufficient to justify investments.
Government initiatives seek to respond to this challenge. The federal government’s Mobile
Black Spots Program committed $100 million of funding for mobile coverage augmentation
in areas of poor mobile coverage. This funding, in conjunction with contributions from
participating MNOs, was allocated to the construction or upgrade of nearly 500 mobile base
stations. The first round was completed in June 2015 and funding of $60 million for a second
round was announced in May 2016, and was completed in December 2016. The government
has also indicated it will commit a further $60 million for a third round.
The NBN Co’s Sky Muster satellite, the first of two satellites to replace the Interim Satellite
Service, began services in April 2016. While the satellite solution should provide faster, more
reliable services with larger downloads, there are concerns that consumers and businesses
in the satellite footprint will receive an inferior service to those serviced by the fixed-wireless
and fixed line NBN technologies particularly as the satellites have a fixed capacity. NBN Co
has indicated that the second satellite and upgrade paths for these technologies should be
able to accommodate the growing usage requirements of regional consumers.
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The three-yearly Regional Telecommunications Review (RTR) was concluded during the
year with the report tabled to Parliament in October 2015. The RTR, conducted by the
Regional Telecommunications Independent Review Committee (RTIRC), explored themes
around mobile coverage, opportunities for NBN Co to improve the range of communications
services, and a universal service obligation (USO) that recognises the importance of data.
The government was broadly supportive of the Review’s outcomes, noting the significant
investments in regional, rural and remote Australia through the NBN and other policies.
In April 2016 the government also asked the Productivity Commission to undertake an
inquiry into the USO, recognising the evolving needs of telecommunications users. The report
of this review is expected in April 2017.

1.3.3

Investment in regional areas

MNOs are also actively highlighting their regional investment initiatives as part of their
broader network investment programs, both privately and in conjunction with government
programs. During the year, MNOs continued to make investments in their networks, including
the acquisition of additional spectrum. These investments were largely in-fill upgrades of
existing coverage footprints to expand 4G coverage and to boost capacity in regional areas.

1.3.4

Mobile roaming declaration inquiry

In October 2016, the ACCC commenced an inquiry into whether to declare a wholesale
domestic mobile roaming service. Such a service could allow customers of an MNO to roam
onto another MNO’s network in areas where their provider does not have coverage. This
would provide a greater choice of service providers for some consumers, including those in
regional and remote areas.
Through the inquiry the ACCC is examining the current state of competition for mobile
services and assessing the barriers to extending networks in regional and remote areas.
These are complex issues, and while the declaration of the service would improve the choice
of service provider in regional and remote areas, the broader impacts on competition and
investment are uncertain. The ACCC is aiming to issue a draft decision on the matter in early
2017, and a final decision in the first half of 2017.
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2.1

Competition in fixed line markets

Key points
•

The NBN rollout continues, with over one million activations at June 2016. As
expected, there is a decline in the number of wholesale and retail services in operation
(SIOs) on Telstra’s copper network, and an increase in the number of NBN SIOs at the
wholesale level.

•

Three or more access seekers are acquiring NBN connectivity virtual circuit (CVC)
capacity services at all of the permanent NBN points of interconnection (POIs). Telstra
has the largest national market share of NBN broadband SIOs, though for wholesale
interim satellite services smaller operators have a stronger market presence.

•

There is increased consolidation in retail fixed line markets, with Telstra, Optus, the
TPG group and the Vocus group being the top four players.

•

Average prices for broadband services have increased, driven by higher prices for NBN
services. Retail offerings are, however, increasingly including greater data allowances
and discounted bundled services.

2.1.1

Competition in the Australian telecommunications sector

2 Competition in the telecommunications
industry

NBN developments

NBN deployment and take up
The NBN rollout continues to expand into new geographic areas across fibre, wireless and
satellite technologies. During the year, both the numbers of premises passed and activated
more than doubled. As at 30 June 2016, the NBN had passed 2.8 million premises and more
than one million premises had been activated.4 This represents an increase of 148 per cent of
premises passed, and of 136 per cent of premises activated.5
NBN Co launched its commercial fibre-to-the-node (FTTN) service in October 2015, and
launched two Sky Muster satellites, one in October 2015 and one in October 2016. Fibre
premises passed have risen significantly during the year and satellite activations have
increased slightly. Activations to the Sky Muster satellites commenced in April 2016 and
NBN Co is connecting both new users and those transitioning from the interim satellite
service (ISS).6 Satellite premises activations should increase as the long term satellite service
(LTSS) becomes fully provisioned.
4

NBN Co National Broadband Network Rollout Information, totals of fixed line technology in Brownfields and
New Developments plus fixed wireless and satellite premises which are covered by the network, including
Service Class 0 (or equivalent). Service Class Zero (SC0) or equivalent refers to premises passed by the
active network, but for which a service cannot currently be ordered from a retail service provider because
additional work is required, for example because there is cabling required for an apartment block. Includes
SC0 (FTTP), SC10 (FTTN/B), SC20 (HFC).

5

NBN Co, National Broadband Network—Rollout Information, 7 July 2016, viewed 25 November 2016 http://
www.nbnco.com.au/content/dam/nbnco2/documents/nbn-rollout-metrics/nbn-rollout-metrics-070716.
pdf.
Premises passed refers to homes and business passed by the active network, including premises activated
and those which can’t yet access a service.
Premises activated refers to homes and businesses which have an active service installed.

6

NBN Co, Annual Report 2015–16, 2016, p. 19. The Sky Muster satellites replace the ISS which utilised Optus
satellite capacity to deliver NBN services.
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Table 2.1 summarises rollout progress across fibre, wireless and satellite technologies.
Table 2.1 NBN rollout—premises passed and activations
Service type

Description

Fibre

Premises passed

Wireless

Satellite

30 June 2013 30 June 2014 30 June 2015 30 June 2016
207 543

492 262

896 994

2 062 991

Premises activated

33 586

151 127

399 854

942 356

Premises passed not yet
serviceable

55 724

99 852

60 314

57 787

Premises covered

27 256

112 208

268 397

420 524

Premises activated

1 874

16 553

47 473

117 514

Premises activated

34 640

42 948

38 288

38 764

234 799

604 470

1 165 391

2 483 515

70 100

210 628

485 615

1 098 634

Fibre & wireless Premises passed/covered
Total (all types) Premises activated

Source: NBN Co National Broadband Network Rollout Information.

A number of traffic classes are available on the NBN. In addition to best efforts broadband
connectivity, committed rate services are also supplied at capacities that are either more
suited to standard voice applications or business applications respectively. As at June 2016,
almost all NBN connections consisted of best efforts broadband connectivity and/or low
capacity committed rate services designed to support a single voice service, with around
20 000 connections supplied at committed information rates that are designed to support
multiple voice or business applications.7

NBN POI wholesale access seeker activity
The NBN rollout is occurring over a widely dispersed footprint, and the build remains at a
relatively early stage in terms of premises connected. This means that the majority of points
of interconnection (POIs) would have a relatively small number of connected premises, and
a small number may not yet have any connected premises, while other POIs will have a
relatively high number of NBN connected premises.
There are currently five interim and 121 permanent POIs. At September 2016, there
were three or more access seekers acquiring NBN connectivity virtual circuit (CVC)
services at all of the permanent NBN POIs, and four or more access seekers at 118 of the
121 permanent POIs.8
We estimate that an access seeker that is connected to around a third of the listed POIs
can reach around three quarters of all NBN activated premises. As the rollout of the NBN
continues, and additional listed POIs can be used to reach a significant volume of NBN
connected premises, the business case for connecting to more POIs will strengthen. It is
likely that this further investment will spur competition in wholesale and retail NBN markets.
In this regard, the NBN rollout will likely accelerate as NBN Co aims to activate eight million
homes and businesses by 2020.9 As access virtual circuit (AVC) connections at permanent
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7

ACCC, NBN Wholesale Market Indicators Report 30 September 2016, available at: http://www.accc.gov.
au/regulated-infrastructure/communications/national-broadband-network-nbn/nbn-wholesale-marketindicators-report/reports.

8

Access seekers acquire CVC in preparation to service AVCs, the ACCC considers that an RSP is ‘active’ at a
POI if it is contracted to purchase CVC.

9

NBN Co, Annual Report 2015–16, 2016, p. 22.

Since 1 January 2016, the number of NBN SIO activations continued to increase in line with
the growth in the aggregate NBN CVC capacity acquired by NBN wholesale customers.
The amount of CVC acquired for the quarter ending 30 June 2016 was 1236 Gbps, which
represents a 112 per cent increase from 30 June 2015.11
The NBN appears to represent a step change in the use of broadband services and
applications, with end-users of the NBN consuming significantly more data than those on
other fixed-line connections. In this regard for the June 2016 quarter we estimate that NBN
connections accounted for around 11 per cent of the national broadband SIOs, but around
18 per cent of the national broadband downloads.

Box 2.1—The NBN Services in Operation Record Keeping Rule
Under the NBN Services in Operation Record Keeping Rules, NBN Co must provide
data to the ACCC on AVC and the CVC acquisitions by NBN wholesale customers. AVCs
represent the end-user NBN SIOs12 and CVC represents the network capacity that RSPs
acquire to transport AVC traffic between the RSPs network and a POI.13

Competition in the Australian telecommunications sector

POIs increase, NBN will begin migrating services from the interim POIs in Sydney, Melbourne,
Brisbane, Adelaide and Perth to the permanent POIs. Currently, one eighth of all NBN SIOs
are located at interim POIs.10

In March 2016 the ACCC issued a disclosure direction to NBN Co to prepare and provide
the NBN Wholesale Market Indicators Report, which outlines the state of the NBN
wholesale market.14 The first quarterly report was provided by the ACCC for March 2016.

Wholesale market shares on the NBN
There are four main NBN wholesale access seekers. Telstra has the largest national market
share with 48 per cent of the NBN broadband SIOs, followed by TPG, Optus and Vocus
(M2).15 This is shown in figure 2.1.

10 Based on information from the NBN Services in Operation Record Keeping Rules.
11 ACCC, NBN Wholesale Market Indicators Report 30 June 2016, available at: http://www.accc.gov.au/
regulated-infrastructure/communications/national-broadband-network-nbn/nbn-wholesale-marketindicators-report/reports.
12 Wholesale AVC’s are defined by speed tiers for example, 12 Mbps, 50 Mbps, 100 Mbps etc.) and by traffic
classes (TC), of which there are currently three in use. TC1 is for voice services, TC2 is for symmetric services,
such as video conferencing or gaming and TC4 is for broadband services.
13 NBN wholesale services are acquired via the NBN POIs.
14 ACCC, NBN Wholesale Market Indicators Report 30 June 2016, available at: http://www.accc.gov.au/
regulated-infrastructure/communications/national-broadband-network-nbn/nbn-wholesale-marketindicators-report/reports.
15 ibid. This includes fibre-to-the-premises (FTTP), fibre-to-the-basement (FTTB), fibre-to-the-node (FTTN)
and wireless services.
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Figure 2.1

National wholesale market share of NBN broadband services
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Source: NBN Wholesale Markets Indicator Report, 30 June 2016.

By access technology Telstra has the largest number of wholesale fibre-based services, with
48 per cent.16 Telstra also has the largest number of broadband wholesale wireless services,
with 57 per cent.17 The picture is different for wholesale ISS where smaller operators have
a stronger market presence. As shown in figure 2.2, SkyMesh has the largest number of
interim satellite broadband SIOs with 28 per cent, while Australian Private Networks holds
26 per cent.18
Figure 2.2

National wholesale market share of NBN interim satellite broadband services
12%

28%

8%

9%
Skymesh
Australian private networks
TPG Group
Harbour ISP
17%

26%

Bordernet Internet
Others

Source: NBN Wholesale Markets Indicator Report, 30 June 2016.

16 This includes FTTP, FTTB and FTTN technologies.
17 ACCC, NBN Wholesale Market Indicators Report 30 June 2016, available at: http://www.accc.gov.au/
regulated-infrastructure/communications/national-broadband-network-nbn/nbn-wholesale-marketindicators-report/reports.
18 ibid.
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Each NBN access seeker has developed a distinct profile of AVCs by speed. Telstra and
Vocus acquire a very significant proportion of their services at a download access speed of
25 Mbps or less, with the Vocus having a highest concentration of 12 Mbps services. 21 While
TPG and Optus still acquire most of their access services within this range, they acquire a
more significant proportion of their services at higher speeds than Telstra or Vocus.22

Regional and metro market shares
The NBN rollout was initially prioritised in regional areas, leading to 63 per cent of NBN
activations in regional classified POIs.23 However, as the rollout advances, metropolitan
activations will grow and there will be a higher proportion of metropolitan NBN services.
Figure 2.3

Comparison of NBN wholesale broadband services by geography
7%
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The NBN gives service providers the ability to offer consumers different broadband speeds.
Wholesale access seekers are able to acquire NBN plans with different speeds, such as
12/1 Mbps, 25/5 Mbps, 50/20 Mbps and 100/40 Mbps, which are an input into the retail
services ultimately supplied to consumers.19 NBN Co has reported that around 54 per cent
of the services it supplies are 25 Mbps services, while 15 per cent of services are provided at
premium speeds of 50 Mbps or more.20

32%
61%

Metropolitan
Outer metropolitan
Regional

Source: NBN Wholesale Markets Indicator Report, 30 June 2016.

Telstra’s previous dominance in the supply of retail broadband services may be impacted
by the presence of TPG, Optus and Vocus (previously M2) in the NBN wholesale market.
Figures 2.4 and 2.5 compare the wholesale market shares in metropolitan POIs and regional
POIs. While this indicates that Telstra is more dominant in regional areas, its market share is
not as substantial when compared to its legacy presence in the copper fixed line market.
19 For example 12/1 Mbps means 12 Mbps download and 1 Mbps upload.
20 ACCC, NBN Wholesale Market Indicators Report 30 September 2016, available at: http://www.accc.gov.
au/regulated-infrastructure/communications/national-broadband-network-nbn/nbn-wholesale-marketindicators-report/reports.
21 ACCC, NBN Wholesale Market Indicators Report 30 June 2016, available at: http://www.accc.gov.au/
regulated-infrastructure/communications/national-broadband-network-nbn/nbn-wholesale-marketindicators-report/reports.
22 ACCC, NBN Wholesale Market Indicators Report 30 September 2016, available at: http://www.accc.gov.
au/regulated-infrastructure/communications/national-broadband-network-nbn/nbn-wholesale-marketindicators-report/reports.
23 ACCC, NBN Wholesale Market Indicators Report 30 June 2016, available at: http://www.accc.gov.au/
regulated-infrastructure/communications/national-broadband-network-nbn/nbn-wholesale-marketindicators-report/reports.
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Figure 2.4
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Source: NBN Wholesale Markets Indicator Report, 30 June 2016.

2.1.2

Fixed line infrastructure developments

Reliance on Telstra’s copper network continues to decrease
As the rollout of the NBN progresses and subscribers are migrated from Telstra’s network to
the NBN, utilisation of the legacy network will fall. The number of NBN activations is rising
quickly and appears closely aligned to the reduction in copper-network SIOs. However, the
vast bulk of fixed line voice and broadband subscribers continue to be served by Telstra’s
network. The ACCC has used data from Telstra’s Economic Model (TEM) reports for this part
of the report (see box 2.2).
The long term trend of declining demand for legacy fixed line services has accelerated over
the past two years. As a component of total fixed line services, the number of wholesale
services provided on Telstra’s network has continued to increase, albeit at a decreasing
rate. This suggests that demand for access to Telstra’s copper network may be at or near
its peak as the source of supply of wholesale fixed line services gradually shifts from Telstra
to NBN Co. However, this increase in wholesale services has been more than offset by the
reduction in Telstra’s fixed line retail services to result in an overall decline. The uptake of NBN
services is increasing at an accelerated rate but is at present small relative to remaining fixed
line services. This is demonstrated in figure 2.6.
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Figure 2.6

Source: Telstra Economic Model (public version), NBN Co National Broadband Network Rollout
Information.

Increasing demand for network capacity as end-users migrate to the NBN
The NBN also represents a step change in how RSPs provision capacity on their networks to
meet end-user demand, as end-users take advantage of the higher throughput capacity that
is available over next generation access networks.
As at 30 June 2016 RSPs were acquiring on average 1.04 Mbps per end-user of network
capacity on the NBN, which is referred to as CVC capacity. Much less capacity per end-user
was being provisioned for wholesale customers on Telstra’s ADSL network, which is referred
to Aggregated Virtual Circuit (AGVC) capacity, with Telstra wholesale ADSL customers on
average acquiring 0.23 Mbps per end-user.24
This step change in provisioning of network capacity as end-users migrate to the NBN can
be explained by the increasing popularity of streaming applications that make more constant
use of the broadband connection, including high definition video streaming applications
which require the higher throughput capacity that is available over next generation
access networks.
In this regard, the amount of network capacity that RSPs provision can determine the
throughput speeds that they make available to end-users, particularly during the busy
period, and hence has a strong bearing on the quality and reliability with which their endusers can access these streaming applications.
Figure 2.7 shows the growth in AGVC and AGVC per end-user from 30 June 2012, and
the growth in CVC and CVC per end-user from 30 March 2016 when data first became
publicly available.

24 Telstra TEM public report—FY2016. The network capacity that Telstra provisions for retail ADSL customers
has not been published.
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Figure 2.7
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Changing cost structures during transition to NBN
Wholesale cost structures faced by RSPs are changing as NBN Co charges increasingly
replace other input costs incurred in supplying fixed broadband services.
In this regard, NBN AVC and CVC charges, and costs of backhaul to the POIs, are replacing
charges for unconditioned local loop services (ULLS), wholesale access services and leased
transmission, as well as the costs of DSL and backhaul networks.
The change in cost structure differs by RSP. Whether the RSP purchases wholesale legacy
services or supplies end-users over ULLS, and whether the RSP acquires direct access to the
NBN or seeks access via an aggregator, will have implications for both the change in level
of costs that an RSP faces, as well as the mix of fixed and variable components. The RSP’s
average customer profile (speed tier, usage patterns and geographic footprint) will also have
an influence.
That said, data that Telstra and NBN make publicly available illustrates the nature and likely
scale of changes in cost structure for different broadband RSP business models.
NBN Co reports that it earnt average revenue per user of $43 per month over FY2016, a $3
increase from FY201525, which can be contrasted to the average charges/costs that Telstra
reports as at 30 June 2016 for different types of access to its legacy networks:
•

RSPs that purchased only wholesale access and leased transmission services were paying
on average around $49 per month per end-user to supply broadband and voice services
over Telstra’s copper access network.

•

RSPs that purchased only ULLS, and hence only operated in the more limited (typically
metropolitan) ULLS footprint, typically paid around $15 per month per end‑user
in network access fees, but importantly also had to recover the fixed cost of their
investments in their own DSL and backhaul networks, as well as the original charge of
connecting the ULLS, on top of the access charges paid to Telstra.

25 NBN, Annual Report for 2015–16, August 2016, at p. 30.
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RSPs that used a mix of ULLS and wholesale access services to gain national coverage
would typically pay around $33 per month per end-user in access charges, but again
would also need to recover their fixed costs.

•

Telstra was incurring an input cost of around $44 per month to recover the fixed and
variable components of the costs of self-supplying network services to supply retail endusers over its copper access network.26

NBN primarily attributes the $3 increase in its average revenue per user (ARPU) over FY2016
to greater demand for CVC capacity. This illustrates the potential for network capacity (CVC)
charges to make up a higher proportion of the overall cost base of supplying NBN services
over time. While the total amount of CVC acquired on the NBN is increasing rapidly, the
amount of CVC acquired per end-user has increased from March 2016 at an annualised rate
of around 10 per cent.27
In April 2016, NBN Co announced it would introduce dimension based discounting of CVC,
with a view to providing RSPs with greater certainty of costs as CVC per end-user continues
to grow. Under this model, per Mbps CVC prices decline as CVC per end-user increases.28
In addition, there is potential for network capacity costs to make up a more significant
proportion of the cost base of broadband RSPs as they transition to the NBN. This is because
of the step change that transitioning to the NBN generally represents in terms of the amount
of network capacity (CVC) acquired per user. This can result in higher network capacity
costs per end-user, even for Telstra’s wholesale ADSL customers notwithstanding that lower
per Mbps charges apply to NBN CVC as compared to Telstra AGVC capacity.29
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•

26 Telstra TEM Internal and External Wholesale Price Report FY16 Q4. See ‘Voice and ADSL’ line item, ‘ULLS
port’ line item, ‘Total Bundle of Fixed Wholesale services’ line item respectively. Note quarterly data are
provided. Note this does not provide a complete view of the cost base of providing retail broadband
services, as ancillary network costs (including backhaul to the relevant POI(s)) and retailing costs are also
incurred when supplying over the NBN and Telstra’s access network.
27 This is based on the CVC (usage) and AVC (SIO) figures published by the ACCC in its NBN Wholesale Market
Indicators Report. The annualised figure is based on the quarterly figures published for Q3 and Q4 in FY2016
and Q1 in FY2017.
28 NBN Co, New discount-based pricing to encourage enhanced broadband experience, 5 April 2016.
29 To illustrate this, as at 30 June 2016 NBN RSPs were buying on average 1.04 Mbps per end-user at a list price
of $15.75 per Mbps = $16.38, which represented 38 per cent of the average monthly charge per end-user
of $43. Telstra wholesale ADSL customers were buying on average 0.23 Mbps per end-user at a regulated
price of $30.40 per Mbps = $7, which represented 14 per cent of the average monthly charge of a voice and
broadband service of $49. This is exclusive of any applicable rebates or discounts which may have been
offered.
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Box 2.2—The Telstra Economic Model
Under its Structural Separation Undertaking (SSU), Telstra provides to the ACCC financial
and service usage reports that are drawn from the Telstra Economic Model (TEM). Public
extracts of these reports are published on the ACCC website.30 TEM reports include
quarterly information about Telstra’s price equivalence and transparency obligations under
the SSU, as well as half-yearly cost, revenue and demand information on Telstra’s retail and
declared wholesale services.
Hence, the information contained in public TEM reports can be used to identify trends
in the number of Telstra retail and wholesale services in operation at the aggregate and
service level, as well as the utilisation of the public switched telephone network (PSTN)
and wholesale ADSL services.31 In addition, the cost, revenue and demand information
can be used to identify trends in Telstra’s average cost of providing individual fixed line
services and bundles of services.

Wholesale DSLAM activity
In relation to wholesale digital subscriber access line multiplexer (DSLAM) activity at Telstra
exchanges, the average number of wholesale equipment-based access seekers has remained
stable at around four per exchange service area (ESA). The number of Telstra ESAs with
access seekers acquiring wholesale unconditioned local loop services (ULLS)32 or line sharing
services (LSS)33 has increased from 599 to 606 between June 2015 and June 2016.34 Due
to the incremental rollout of the NBN it is expected that access seekers will remain active in
these ESAs during the period leading up to the copper network switch-off.
Telstra’s dominance as the main provider of copper-based services in regional and remote
areas (ULL Bands 3 and 4 in the figure below) is unlikely to change in the period until the
copper switch-off, as access seekers have lower incentive to pursue new DSLAM investment
in areas where they do not already have a presence. Figure 2.8 shows that while Telstra had
lost some market share to DSLAM competitors between 2010 and 2015; its market share
remained stable over the 2015 to 2016 period.35 However, based on the relative NBN SIO
market shares noted above, Telstra’s dominance in non-metropolitan areas (Band 3 and
Band 4) is likely to be reduced in the transition to the NBN.

30 ACCC, Telstra Economic Model Structural Separation Undertaking (public version), available at: https://
www.accc.gov.au/regulated-infrastructure/communications/monitoring-reporting/telecommunicationsreports-record-keeping-rules/telstra-ssu-migration-plan-reporting/tem-reports.
The TEM is Telstra’s internal financial reporting management system used in its day to day business, and
relies on the same financial accounts that Telstra uses for its public reporting.
31 Confidential TEM reports include information on retail ADSL utilisation, however, these are not publicly
available.
32 Unconditioned Local Loop Service (ULLS) is a declared services that allows access seekers to use the copper
line connecting end-users to the local telephone exchange, allowing them to provide both fixed internet
(broadband) and voice services using their own DSLAMs and other exchange equipment.
33 Line sharing service (LSS) is a declared service that enables access seekers to share the use of the copper
line connecting consumers to the telephone exchange, allowing them to provide fixed internet services using
their own equipment.
34 ACCC, Snapshot of Telstra’s customer access network—June 2016, available at: http://www.accc.gov.au/
system/files/Snapshot%20of%20Telstra%20s%20customer%20access%20network%20-%20for%20publication%20
-%20June%202016.pdf.
35 ibid.
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Figure 2.8

Source: June 2016 Telstra Customer Access Network RKR.36

2.1.3

Retail fixed line markets

Impact of industry consolidation on the fixed voice market
A significant amount of merger activity occurred in the industry in late 2015, leading to
increased consolidation. In the retail fixed voice market four major providers have emerged:
Telstra, Optus, Vocus, and the merged TPG and iiNet. While smaller providers of fixed voice
services are also present, our analysis is on the basis of data for the relative shares of the
largest providers. Figure 2.9 shows the providers’ relative shares of retail fixed voice services,
based on the number of subscribers collected as part of the ACCC’s Division 12 record
keeping rules.37 As at June 2016, Telstra’s relative share was 64 per cent. The merged iiNet
and TPG increased its relative share to 17 per cent from a combined 15 per cent in June
2015. Optus’ relative share increased by one per cent to 14 per cent and for the first time we
have included subscriber numbers for Vocus.

36 ACCC, Snapshot of Telstra’s customer access network—June 2016, available at: http://www.accc.gov.au/
system/files/Snapshot%20of%20Telstra%20s%20customer%20access%20network%20-%20for%20publication%20
-%20June%202016.pdf.
Bands 1 and 2 cover ESAs in CBD and metro areas.
Bands 3 and 4 cover ESAs in Regional and Rural areas.
37 Fixed voice services (or landline voice services) are those provided over a dedicated access line on a fixed
network, plus the provision of various calling functions. These include line rental, local calls, national longdistance calls, international calls and calls from fixed line phones to mobiles. They also include figures for
voice over internet protocol (VoIP) services that are provided in a manner similar to traditional fixed voice
services (i.e. by supplying a handset and geographic phone number).
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Figure 2.9
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Source: Division 12 RKR data for all named carriers except for Vocus, whose figures are, based on
publically available data.
Notes:

Retail share calculations are based on the number of subscribers, and include figures for VoIP
services that are provided in a manner similar to traditional fixed voice services (i.e. by supplying
a handset and geographic phone number). VoIP services include NBN VoIP services.
In February 2016, the M2 Group was acquired by Vocus; as such the Vocus figures may not
represent the consolidated group as at June 2016.
In 2016 the Australian Communications and Media Authority (ACMA) changed its methodology
in respect to collecting SIO data. Accordingly, the 2014, 2015 and 2016 data have been revised
for consistency, and as such, the retail shares in this figure may not be representative of the
whole market. The shares in this figure may be overstated and are based on data available of
the largest four market participants only.38

Retail fixed broadband service market unchanged
Shares of the market for fixed broadband services remain relatively stable with only smaller
providers’ market shares changing by more than one per cent. Telstra retained the greatest
proportion of subscribers with a market share of 41 per cent, followed by the merged iiNet
and TPG (13 per cent each) and Optus (14 per cent). The next largest provider, Vocus,
increased its market share over the period. Smaller providers, represented by the ‘other’
category, maintained their market share of 10 per cent. This is represented in figure 2.10.

38 The ACMA has changed their data source in 2016 to the ACCC retail and resale data collected from the
providers stated in the Division 12 RKR. For consistency with the 2016 data collection method, the ACMA
also revised the 2015 data as such this figure differs from data reported in previous ACMA Communications
Reports.
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Figure 2.10 Retail market share for fixed broadband services

Price competition

The ACCC reports on overall changes in prices for telecommunications services in its report
Price changes for telecommunication services in Australia 2015–16. The discussion in this
section is based on the data in that report.
Overall prices paid for telecommunications services—which include fixed voice, broadband
and mobile—fell in real terms by 1.5 per cent in 2015–16. This was a relatively small decrease
in real prices compared to the decreases recorded in the past 10 years, which averaged
3.1 per cent. The following sections discuss prices for fixed voice and broadband services,
while section 2.2.2 discusses mobile and wireless prices.

Voice services
In 2015–16, average real prices paid for fixed voice services declined by 7.5 per cent,
continuing the long term decline in prices paid for these services. Since 1997–98 real prices
for these services have fallen by 54.4 per cent. Driving this decline, prices for retail basic
access services (i.e. line rental) and fixed-to-mobile calls fell by 9.2 per cent and 8.1 per cent,
respectively. During the year prices for national long-distance and international calls also fell
by 3.2 per cent and 6.4 per cent respectively.
On the other hand, prices for local calls increased for the second consecutive year, by
6.5 per cent. This is contrary to the long term downward trend in the price of local calls,
which has seen an average annual price decline of over 6 per cent. However, despite these
recent increases, the price of local calls is 66 per cent lower in real terms than when the
fixed voice services index commenced in 1997–98. The increases principally reflect the fact
that while local call revenue has decreased, the quantity of calls has decreased at a greater
rate—this has a substantial effect on observed price movements estimated using the ACCC’s
yield method.39

39 ACCC, Price changes for telecommunications services in Australia 2015–16, 2016, p. 4.
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Broadband prices increase, as do data inclusions
In 2015–16 the average real price paid for all types of internet services increased by
2.7 per cent. At the same time, data inclusions increased considerably.

DSL and cable
Prices for DSL and cable services fell in real terms by 0.7 per cent and 0.1 per cent
respectively, while data inclusions for these services increased by 32 and
19 per cent respectively.40
Price movements have tended to differ across DSL service plans, and across different
providers. In 2015–16, some providers changed DSL plan offerings for consumer spending
groups, with price changes in both directions across consumer groups.41 On average, prices
paid for lower spending consumer groups increased slightly, which was more than offset
by decreases in prices paid by average and high spending groups to result in the overall
price fall.42
For cable, providers offered several plans in 2015–16 that were also offered in 2014–15,
with no nominal price change. However, there were also instances of both price increases
and decreases for cable internet service plans.43 For example, Telstra lowered the price of
its entry-level cable internet plan, while Optus offered a new higher-priced internet and
entertainment bundle aimed at the ‘very high’ spending consumer group.44

NBN services
Prices paid for NBN services increased in real terms by 4.4 per cent on average, while
data inclusions increased by 75 per cent. This change in prices paid follows a 3.5 per cent
decrease in 2014–15 and a 4.6 per cent increase in 2013–14 (when changes in prices paid for
NBN internet services were first reported).45 Data inclusions have increased significantly for
NBN internet services, by an average of 75 per cent across the consumer groups, following
an increase of 39 per cent in 2014–15.46
The average monthly bill spend for NBN services has increased for some consumer groups.
Both the ‘very low’ and ‘very high’ NBN consumer groups have exhibited an increase in
spending since bill samples were last collected in 2012–13. Some providers have offered
new, higher-priced plans aimed at the ‘very high’ spending consumer group, which generally
include high data inclusions and faster connection speeds.47
In the case of ‘very low’ spending consumers, there has been increase in the price of entrylevel NBN plans offered by some providers.48 The observation is based on an ACCC sampling
of retail bills, a methodology which the ACCC is in the process of reviewing. NBN services
are also currently only a relatively small share of all internet services, and low spending
consumers do not necessarily equate to low income consumers, therefore the implications of
this observation are not clear. It may be the case that some providers are withdrawing plans
with small data inclusions, and consumers are moving to the next level plan with a higher
allowance and price. Alternatively, it may be the case that these consumers are choosing

40 ACCC, Price changes for telecommunications services in Australia 2015–16, 2016, p. 28.
41 ibid.
42 ibid.
43 ibid.
44 ibid., p. 29.
45 ibid.
46 ibid.
47 ibid.
48 ibid.
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Significance of data and other inclusions
Aside from headline price competition, data inclusions in broadband plans continue to be
a key point of competition in the fixed broadband market. There is a continued increase in
the number of plans with ‘unlimited’ downloads, while data inclusions in capped plans are
also increasing. Broadband plans with no minimum contract terms also continue to become
more common.
Providers are also continuing to bundle entertainment services with fixed broadband
services. The bundled price of a fixed broadband and content service is typically cheaper
than the total price of acquiring each component of the bundle separately. Telstra and
Optus have traditionally offered a bundled package that includes satellite or cable Foxtel
subscription television. However, internet service providers are increasingly bundling internet
protocol television (IPTV) services, largely from Foxtel and Fetch TV.
Some of these entertainment services are also offered on an unmetered basis. Australian
consumers have rapidly adopted subscription streaming services49, some of which are
being offered as part of entertainment bundles that include unmetered content or free
subscriptions. Telstra’s ‘Telstra TV’ subscription video on demand (SVOD) service offers
unmetered applications such as BigPond Movies50, and in June 2016, Optus began offering
unmetered access to Stan on its home broadband plans.51
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to pay more for plans with more data. There is also still a range of options available to
consumers who do not wish to purchase plans with high speeds and large data inclusions, or
to those who want basic NBN connectivity.

Case study: Average costs of providing legacy fixed line services
A key reason for the long term decrease in the price of legacy fixed line voice and internet
services (namely PSTN voice and DSL services) has been the concurrent fall in the
average cost of supplying the services.
As noted above, under the SSU, Telstra provides fixed line cost, revenue and demand
information derived from the TEM to the ACCC on a half-yearly basis. This information
can be used to identify trends in Telstra’s average cost of providing individual fixed line
services, and bundles of services, both to wholesale customers and to its own retail
business units. These trends are particularly noteworthy as the NBN rollout continues and
services progressively migrate from the fixed line network.
As part of its TEM reporting, Telstra provides information on the internal and external
wholesale prices of each of the declared fixed line services, as well as voice services
bundle, voice and ADSL bundle, and bundle representing all fixed line services. External
prices represent average revenue generated by a service or bundle per service in
operation, while internal prices represent Telstra’s allocated costs of the equivalent
network inputs that it uses to supply its retail business units.

49 Roy Morgan Research, More Australians now have SVOD than Foxtel, 8 September 2016, viewed
25 November 2016, http://www.roymorgan.com/findings/6957-svod-overtakes-foxtel-pay-tv-in-australiaaugust-2016–201609081005.
50 Telstra, Understand Telstra TV data use, 2016, viewed 25 November 2016, https://www.telstra.com.au/
support/category/entertainment/telstra-tv/understand-telstra-tv-data-use.
51 Optus, Stan. The Biggest Deal in Entertainment, 2016, viewed 25 November 2016, http://www.optus.com.
au/shop/entertainment/tv-movies/streaming-apps/stan.
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Figure 2.11 Internal and external wholesale prices on Telstra’s fixed line network, total
fixed services bundle
$140

Price per service in operation, per quarter
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Figure 2.11 below shows Telstra’s internal and external wholesale prices for the total
bundle of fixed wholesale services between March 2012 (when reporting commenced) and
June 2016.52
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Source: Telstra Economic Model (public version).

External wholesale prices have been trending down over the SSU reporting period due to
two factors: first, the setting of regulated prices by the ACCC for fixed line services in 2012
and 2013; and second, the overall increase in the number of wholesale services in operation
since that time. Internal prices have been trending down due to factors such as changes
in Telstra’s internal cost allocations (with a greater proportion of shared network and other
costs being allocated to non-declared services as demand for those services has increased
relative to demand for declared services), decreases in Telstra’s cost of capital, and decreases
in depreciation expenses.
As figure 2.11 shows, despite falling aggregate demand over the past several years, average
costs of providing legacy fixed line services have trended down, albeit at a decreasing rate.
There has been a clear shift in the external wholesale price between the end of financial
years 2015 and 2016 that can be attributed to the ACCC’s October 2015 final access
determinations (FADs), which reduced the regulated charges of Telstra’s declared fixed line
services by a uniform 9.4 per cent. This shift has served to close what would otherwise have
been a divergence between internal and external wholesale prices.

52 The total bundle of fixed wholesale services is a notional bundle consisting of all declared fixed line services:
unconditioned local loop service (ULLS), wholesale line rental (WLR), local carriage service (LCS), fixed
originating access service (FOAS), fixed terminating access service (FTAS), line sharing service (LSS) and
wholesale ADSL.
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Competition in mobile and wireless markets

Key points
•

The market shares of mobile network operators for handset subscriptions remained
unchanged, as did market shares for wireless broadband services. In both cases,
Telstra retains its pre-eminent market share.

•

While prices for mobile services decreased slightly during the year, competition for
mobile services continues to focus on inclusions in retail handset plans, particularly
data allowances.

•

The 4G network coverage of each mobile network operator expanded, as did the
availability of wholesale 4G, with an increasing number of mobile virtual network
operators offering 4G services.

•

Mobile network operators are deploying voice over LTE (VoLTE) services over their 4G
networks and have started initial trials of fifth generation networks (5G).

2.2.1

Telstra maintains market share advantage in mobile and wireless

Mobile handset services
The total number of mobile handsets grew from 24.8 million to 25.3 million, an increase of
2.1 per cent, in the year to June 2016.53 Mobile handsets are hand held, electronic, mobile
devices used to transmit or communicate data, images or voice over a cellular network.
Amongst providers, VHA’s retail handset customers grew by 3.1 per cent, Optus’ customers
by 2.9 per cent and Telstra’s by 1.4 per cent over the year.54
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2.2

Mobile network operators’ (MNOs) market shares have, however, remained unchanged for
three years in a row.55 Telstra retains the largest share, at 45 per cent, followed by Optus at
27 per cent and VHA at 18 per cent. In aggregate, mobile virtual network operators (MVNOs)
make up around 10 per cent of the total retail market. MNOs own the mobile network
infrastructure and use their network to provide retail services to a customer. An MVNO does
not own or operate a mobile network, but purchases wholesale end-to-end services from an
MNO and for sale to a customer. Figure 2.12 shows retail market shares for mobile handset
services, with MVNOs represented by the ‘Other’ category.

53 ACCC Division 12 RKR.
54 ibid.
55 We note that market share changes under 1 per cent are not captured by the graph due to rounding.
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Figure 2.12 Retail market share for mobile handset services
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Some wholesale arrangements between MVNOs and MNO changed during the year,
with some MVNOs switching networks. The number of MVNOs using the Optus network
decreased by 10 per cent, while there was an increase in the number of VHA wholesale
services. TPG and VHA entered an agreement for TPG to provide transmission to VHA’s base
stations and for TPG’s mobile customers to move to the VHA network. Under this agreement
most of the 320 000 TPG mobile customers previously connected to the Optus 3G network
migrated to the VHA 4G network.57
A number of widespread outages on Telstra’s network caused disruptions to its mobile
services in February and March 2016.58 These incidents did not, however, lead to a significant
migration of customers away from Telstra to other networks.

Wireless broadband services
Wireless broadband services include those mobile connections where data is accessed by
means of USB modems, dongles and tablets, but not mobile phone handsets.
Telstra is again the dominant player in this market and consolidated its position over the year,
reaching 65 per cent market share. Optus’ position in this market declined by 1 per cent
during the year, continuing a five-year trend that has seen Optus’ share reduce by 7 per cent
since June 2011. The market share of VHA seems to have stabilised at 7 per cent in the last
three financial years after a significant customer loss between 2010 and 2013. MVNOs have
maintained (in aggregate) a stable share of around 15 per cent over the past five years.
These developments are set out in figure 2.13, with MVNOs represented in the ‘Other’
category.

56 Optus’ market share includes Virgin Mobile subscribers because Virgin Mobile is a wholly-owned subsidiary
of Optus.
57 VHA, Vodafone and TPG announce $1billion deals, media release, 30 September 2015, http://www.
vodafone.com.au/media/vodafone-tpg-announce-deals/ PC world, 1 October 2015, Why TPG left Optus for
Vodafone, viewed 28 November 2016, http://www.pcworld.idg.com.au/article/585780/why-tpg-left-optusvodafone/.
58 ACMA, Communications Report 2015–16, 2016, p. 20; CRN Magazine, Not again! Telstra suffers another
outage, 30 June 2016, viewed 28 November 2016, http://www.crn.com.au/news/not-again-telstra-suffersanother-outage-429984.
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Figure 2.13 Retail market share for wireless broadband services

While increases in wireless internet data inclusions have been relatively small over the past
few years, in 2015–16 the average data inclusions offered with a wireless internet service
almost doubled, increasing by 91 per cent.59 At the same time, average prices paid for
wireless services increased by 6.4 per cent in real terms. While there were significant price
falls in 2008–09 and 2009–10, price movements for wireless internet have generally been
smaller over the past 5 years (for both increases and decreases).60 Based on bill samples
reviewed by the ACCC, it appears that lower spending consumer groups are spending less on
wireless broadband, while average and higher spending consumers are spending more.61 This
suggests that, despite the price increases, consumers of wireless services are paying more to
receive more.

2.2.2

Prices decrease and data allowances increase for mobiles

Retail prices for mobile handset services decreased slightly in 2015–16.62 The real prices for
these services decreased on average 1.8 per cent in the period, with prices for post-paid
plans falling 0.8 per cent and those for prepaid plans by 6.1 per cent. This year’s fall in mobile
retail prices follows a moderate decreasing trend between 2010 and 2014 and a marginal
increase in 2014–15. Further information on mobile retail price changes can be found in our
Price changes for telecommunications services in Australia 2015–16 Report.
Prices for mobile services generally fell uniformly across consumer groups for both postpaid and prepaid services.63 For higher spending prepaid groups, the fall in prices was more
pronounced, due to some higher-priced prepaid services being discontinued in 2015–16.
For post-paid services, real prices fell only slightly for all consumer groups (by between 0.7
and 0.9 per cent).64

59 ACCC, Price changes for telecommunications services in Australia 2015–16, 2016, p. 27.
60 ibid., p. 29.
61 ibid.
62 These services include mobile phone connections, excluding mobile access by means of tablets, wireless
modems and dongles. ACCC, Price changes for telecommunications services in Australia 2015–16, p. 5.
63 ACCC, Price changes for telecommunications services in Australia 2015–16, 2016, p. 23.
64 ibid.
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The volume of data included in retail plans continued to increase, and many consumers
may have benefitted. Based on a selection of published plans collected by the ACCC, the
average data inclusion for post-paid and prepaid mobile plans grew by around 32 per cent in
2015–16.65 While the price of post-paid mobile services decreased only slightly over the year,
data inclusions increased by an average of 30 per cent.66 This follows significant increases in
data inclusions in 2013–14 and 2014–15, when data inclusions in post-paid mobile services
increased by around 78 per cent and 119 per cent respectively.67 Data inclusions for prepaid
services increased 44 per cent on average, following a relatively small 9 per cent increase in
2014–15.68 Many prepaid plans only offer a small initial inclusion and have a ‘pay as you go’
approach to further data use, which may or may not be taken up by a consumer.

Retailers offering additional features beyond traditional voice services
MNOs continue to offer additional features in retail plans as traditional voice and SMS
inclusions are no longer a source of differentiation.
Data inclusions continued to be the main differentiating factor between retail mobile plans.
Growing consumer demand for data has seen offers by mobile providers focus almost
exclusively on monthly data allowances.
Unlimited voice and SMS inclusions are features of many mobile plans offered by each of the
MNOs. Both Optus and VHA offer unlimited voice and SMS in all their post-paid and prepaid
plans. Major resellers like Amaysim or Virgin also include unlimited call minutes and SMS in all
their post-paid options. The cheapest unlimited voice and SMS plan available in the market
has fallen from $30 per month in June 2015 to $20 per month in June 2016.69
The three MNOs now also include in some post-paid plans a number of minutes for making
international calls to landlines and mobiles in selected countries. Some premium plans also
feature roaming packs that allow subscribers to make unlimited international calls and to
have access to roaming data for a number of days while traveling overseas.
Access to streaming services has become a feature in premium plans, as has access to
exclusive content (discussed further in section 2.3.5). Some MNOs have also introduced
unmetered access to streamed entertainment on premium plans, where users have unlimited
access to specified entertainment content without impacting their monthly data allowance.
Free access to Wi-Fi hotspots and cloud storage are other new additions to retail plans.
Some MNOs offer their mobile users free access to Wi-Fi hotspots in Australia and overseas,
and allow users to store photos and documents in the cloud at no cost.
The prevalence of unlimited voice and SMS inclusions and cheaper access charges has
corresponded with the introduction in January 2016 of new regulated prices for voice and
SMS termination. In August 2015, the ACCC released the FAD for the Mobile Termination
Access Service (MTAS). The FAD set lower prices for the wholesale charges mobile network
operators charge each other and fixed line operators for receiving calls on their mobile
networks. The FAD also set for the first time the price for the termination of SMS messages
on a mobile network. The ACCC’s analysis of retail mobile plans since the MTAS FAD was
introduced indicates the lower regulated rates for voice and SMS termination have been
passed through to consumers in the form of lower retail prices and more call minutes and
SMS included in retail plans.

65 ACCC, Price changes for telecommunications services in Australia 2015–16, 2016, p. 19.
66 ibid., p. 22.
67 ibid.
68 ibid.
69 Amaysim mobile plans, viewed 18 October 2016, https://www.amaysim.com.au/mobile-plans; Virgin Mobile
post-paid plans, viewed 18 October 2016, http://www.virginmobile.com.au/prepaid-mobile-phone-plans/;
and, Yomojo unlimited mobile plans, viewed 18 October 2016, https://yomojo.com.au/.
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Networks and technology

During the year, MNOs have continued expanding their 4G coverage. Telstra’s 4G network
now covers 98 per cent of the total Australian population (from 94 per cent in June 2015),
Optus’ 4G network reaches 94 per cent (from 86 per cent in March 2015), and VHA’s 4G
network covers 96.9 per cent.70
Wholesale 4G services are also increasingly available. Both Optus and VHA now offer
wholesale 4G services to most of their MVNO wholesale customers. Telstra started supplying
wholesale 4G services to its MVNOs in April 2016. However, subscribers to Telstra’s MVNOs
have access to a more limited 4G coverage footprint and receive lower download speeds in
comparison to Telstra’s retail customers. This is one of the ways that Telstra distinguishes its
service from its MVNOs’ services and preserves its coverage advantage while allowing its
partner MVNOs to compete against Optus and VHA and their partner MVNOs.
MNOs have also continued upgrading their 4G networks to an advanced version of LTE
that combines different 4G spectrum band, to substantially increase download speeds on
compatible handsets. The MNOs are deploying LTE Advanced services in capital cities and
main regional towns.71
The three MNOs all introduced voice over the LTE (VoLTE) services during the year.72 This
more efficient 4G technology is expected to be used eventually to provide all mobile voice
calls, replacing the less efficient 3G technology. VoLTE offers high definition voice, instant
call set-up and full integration of voice and data, allowing users on compatible handsets
to talk on their device and access 4G data at the same time. The technology also allows
users to engage in multiple-party calls. A number of popular handsets in the market now
support VoLTE calls.73 The ACCC foreshadowed in its 2015 MTAS FAD that it would monitor
the progress of VoLTE deployment to consider the implications for regulated pricing of
the MTAS.74
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2.2.3

The three MNOs have all announced the closure of their 2G (GSM) networks. Telstra’s 2G
network was shut down in December 2016, Optus’ in April 2017 and VHA’s in September
2017.75 The 900 MHz spectrum currently supporting 2G services is being considered by the
ACMA for re-farming and future use in 4G mobile broadband services.76

Trials of new technology
During the year, Telstra successfully trialled small cell technology to provide wireless
broadband in remote locations where a full mobile base station is not commercially viable.
Small cells are intended to boost 4G coverage and capacity in densely populated areas,
strengthening indoor coverage in locations such as office buildings and shopping centres.

70 Telstra, 2016 Annual Report, 2016, p. 12; Singtel, Annual Report 2016, 2016, p. 31; Hutchison
Telecommunications (Australia), Annual report 2015, 2016, p. 5. VHA did not disclose total 4G coverage
before 2015.
71 This enhanced 4G has been branded as 4GX, 4GPlus and 4G+ by Telstra, Optus and VHA respectively.
72 Telstra, 2016 Annual Report, 2016, p.4; Optus, Optus launches VoLTE to major Australian cities, media
release, 9 May 2016; Hutchison Telecommunications (Australia), Annual report 2015, 2016, p. 5.
73 VoLTE compatible handsets include Apple iPhone 6 and iPhone 7, Samsung Galaxy S5, S6 and S7 and
HTC 10.
74 ACCC, Mobile terminating access service final access determination, final decision, pp. iii–iv.
75 Telstra, Our 2G network is closing, media release, 8 April 2015; Optus, Optus to cease 2G services from
April 2017, media release, 5 August 2015; VHA, Vodafone to switch off 2G network next year, media release,
30 September 2016.
76 ACMA, Spectrum reform of the 803–960 MHz band, media release, 19 November 2015.
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Telstra announced it successfully applied the technology to supply wireless internet in small
isolated towns. While the technology is designed to provide 4G broadband, Telstra expects
that at a later stage customers will be able to make calls using VoLTE.77
Telstra announced in October 2015 it is deploying LTE-B technology across its LTE-advanced
sites. The technology allows simultaneous broadcasting of content to a large number of
subscribers, (such as people attending a sports event or concert) from a closely located
server, thereby reducing network congestion. It can also be used for mass updates of
software applications or content. Telstra is deploying this technology over its 4GX (LTEadvanced) sites in capital cities and a number of regional areas.78
The three MNOs have also announced initial trials of fifth generation (5G) radio access
networks in partnership with telco equipment manufacturers.79 In September 2016 Telstra
announced it had performed, in partnership with Ericsson, the first 5G trial in Australia,
reaching download speeds of 20 Gigabits per second and latency levels significantly lower
than those of 4G networks.80 VHA announced in October 2016 a public demonstration of
5G capability in collaboration with Nokia and the University of Technology, Sydney. VHA
reported that the test produced speeds of 5 Gbps and very low level of latency. Optus
announced initial in-lab and in-field testing of 5G in partnership with Nokia. Trials will take
place in early 2017 and will make use of Optus’ 3500 MHz spectrum holdings.

2.3

Consumer trends

Key points
•

There is a continuing preference for mobiles over fixed line services for voice calls, with
an increase in the number of ‘mobile-only’ users and an increase in total call minutes
driven by a large increase in mobile call minutes.

•

By a large margin, mobiles are also the most prevalent means by which Australians
access the internet.

•

The volume of data downloaded continues to increase significantly, while the
consumption of over-the-top services, be they communications or content services,
remains steady.

•

Retail service providers are responding to consumer demands for data and content,
including by offering bundled services, unmetered data, and exclusive content.

2.3.1

Mobile phones continue to be the preferred device for voice calls

A consumer preference for mobiles over fixed line services for voice calls continues to be
apparent. In 2015–16, mobile phone voice services in operation (SIOs) continued to rise while
fixed line SIOs decreased. The number of mobile phone SIOs increased to 25.3 million from
24.8 million in 2014–15, while fixed line SIOs also decreased during the period.
Also, as at June 2016, only 68 per cent of adults had a fixed line telephone, down from
78 per cent five years ago.81 The number of mobile phone only users also continues to
rise. The ACMA estimates 31 per cent of the total adult population do not have a fixed line

77 Telstra, Small cells deliver Telstra’s fast mobile network to even more regional Australians, media release,
20 June 2016.
78 Telstra Exchange, Five world-class technologies coming your way, 22 February 2016.
79 Telstra, Reimagining the future with 5G—The first live trial in Australia, media release, 20 September 2016;
VHA, Vodafone and Nokia conduct Australia’s first live public 5G trial, media release, 12 October 2016;
Optus, Optus and Nokia sign MOU to collaborate on 5G, media release, 6 October 2016.
80 Latency refers to the speed at which data travels from one device to another. Low latency is essential for
supporting time-critical applications like self-driving cars or remote medical procedures.
81 ACMA, Communications Report 2015–16, 2016, p. 15.
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Figure 2.14 Comparison of mobile and fixed line SIOs and mobile-only users
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telephone service at home. The data suggests differences based on age, with 59 per cent
of mobile phone only users between the ages of 25 to 34, in contrast to only 12 per cent of
those aged 65.82

June 2016
Mobile phone only users

Source: ACMA Communications Reports and Australian Bureau of Statistics, Internet Activity Australian
(8153.0).

In 2015–16 the total voice call minutes also increased for the first time in four years. This
reflects a 15 per cent increase in mobile voice calls, offsetting an 11 per cent fall in fixed line
voice call minutes, as shown in figure 2.15.

Voice call minutes for fixed line and mobile
originating calls (billions)

Figure 2.15 Comparison of mobile and landline telephone usage
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82 ibid., p. 53.
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Mobile handsets the most common means to access the internet

Of all of the technologies available by which to access the internet, mobile phone handsets
are the most prevalent by a large margin. For 2015–16 there were 21 million mobile handset
internet subscribers. The ACMA estimates that around 77 per cent of Australian adults used
mobile phone handsets to access the internet.83 According to the ACMA over 74 per cent
of Australians adults use a smartphone, compared to 49 per cent five years ago. Overall
numbers of internet access technologies are shown in figure 2.16.
Figure 2.16 Internet subscribers by access technology
Number of internet subscribers by access
technology (millions)
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2.3.2
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Source: Australian Bureau of Statistics, Internet Activity Australia (8153.0), June 2016.
Note:

The other category includes coaxial cable, hybrid fibre-coaxial (HFC), satellite and fixed wireless
services.

Outside of mobile handsets, mobile wireless services and DSL are the most common access
technology.84 While fibre access still makes up a small proportion of the overall number of
internet subscribers, the number of fibre subscriptions has more than doubled in 2015–16,
reflecting the increasing take-up of NBN fibre services. As at June 2016, there were 942 356
premises connected to the NBN via fibre, which is an increase of 136 per cent.85 Fibre
subscriptions now account for 7 per cent of all internet connections.86
In contrast, dial-up services are decreasing rapidly. In 2015 TPG and Telstra announced they
would discontinue dial-up services.87
This is reflected in figure 2.17.

83 ACMA, Communications Report 2015–16, 2016, p. 51.
84 Mobile wireless services refer to services provided via data-card, dongle, USB modem or tablet SIM card.
Unless otherwise specified, references to wireless services exclude data services provided via mobile
handsets such as smartphones.
85 ACMA, Communications Report 2015–16, 2016, p. 31.
86 ABS, Internet Activity Australia (8153.0), 2016, viewed 5 October 2016, http://www.abs.gov.au/ausstats/
abs@.nsf/mf/8153.0.
87 TPG, TPG Dialup Internet, viewed 29 November 2016, https://www.tpg.com.au/forms/Discontinued_Dialup.
pdf and Telstra Exchange, Retirement of dial-up services, 19 June 2015.
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Figure 2.17 Internet subscribers by access technology (excluding mobile handsets)

The other category includes coaxial cable, hybrid fibre-coaxial (HFC), satellite and fixed wireless
services.

Data downloads continue to rise

Consumers continue to download increasing amounts of data. In 2015–16 there was a
52 per cent increase in the volume of data downloaded across mobile handset, fixed and
wireless broadband.88 This is partly driven by users consuming more audio-visual content
(such as streaming services), and by the increasingly content rich nature of websites, emails
and social media applications. It may also be a result of the greater availability of broadband
plans with large or ‘unlimited’ data downloads.
The volume of data downloaded via mobile handsets increased by 69 per cent in 2015–16,
which was a smaller increase than the previous year where there was an 85 per cent increase.
Fixed line broadband downloads increased by 52 per cent in 2015–16, up from 40 per cent in
2014–15.
Figure 2.18 demonstrates these increases.

88 ABS, Internet Activity Australia (8153.0), 2016, viewed 5 October 2016, http://www.abs.gov.au/ausstats/
abs@.nsf/mf/8153.0.
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Figure 2.18 Volume of data downloaded by access connection
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The volume of data downloaded is expected to continue to grow, particularly as demand
for OTT streaming services increases and new applications such as ultra HD video (4K)
and augmented/virtual reality gain traction. Cisco Australia has predicted that the amount
of internet protocol (IP) traffic will grow three-fold over the next five years.89 The increase
in traffic volumes is likely to pose a challenge for network operators and may encourage
additional network investment.

2.3.4

Steady consumption of over-the-top services

There has been continued growth in ‘over-the-top’ or OTT services, both for voice
communication services and content.
According to the ACMA approximately 25 per cent of adult Australians report using an OTT
communication service as at June 2016. This represents a small increase in the percentage
of Australian adults who are using OTT communications.90 These services include voice,
SMS or video calls delivered over a mobile phone or computer application rather than on
the infrastructure layer. ACMA data indicates that personal computers and laptops are the
preferred devices for OTT voice over internet protocol (VoIP) services, however, mobile
phones continued to increase in popularity for VoIP calls.91
Australians have been keen adopters of online entertainment, with the ACMA indicating that
almost three-quarters of online Australian adults accessed online video content (72 per cent)
and more than half listened to audio content online (57 per cent) in 2015–16.92 The majority
of these users were in the 18 to 24 age bracket.93
The consumption of audio-visual content services reflects both catch-up services of
established free-to-air television (FTA) , and subscription or on-demand video services such
as Netflix and Stan. On-demand catch-up services of traditional free-to-air broadcasts allow
89 Cisco, The zettabyte era—trends and analysis, 2 June 2016, viewed 29 November 2016, http://www.cisco.
com/c/en/us/solutions/collateral/service-provider/visual-networking-index-vni/vni-hyperconnectivity-wp.
html.
90 ACMA, Communications Report 2015–16, 2016, p. 15.
91 ibid., p. 16.
92 ibid., p. 49.
93 ibid.
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The ACCC expects the market for OTT streaming services will continue to evolve. The
entry of Amazon’s streaming service Prime Video has been mooted for some time and was
announced to be available on a limited basis from November 2016.95 This year also saw the
departure of Quickflix and Presto from the market.

2.3.5

Product differentiation and emerging services

With the growing popularity of OTT streaming services, RSPs are expanding beyond
traditional telecommunications services. RSPs are seeking to differentiate their retail
offerings, particularly to cater for an increase in demand for video. For example, Telstra has
said that video makes up over two thirds of data used on its network.96
During the year some RSPs partnered with third party content providers to provide exclusive
sporting content. Telstra obtained exclusive rights to broadcast Australian Football League
(AFL), National Rugby League (NRL) and National Basketball League (NBL) games.97 This
will allow Telstra mobile customers to access this content through Telstra platforms, including
mobile and the Telstra TV streaming device. Optus obtained exclusive rights to broadcast the
English Premier League (EPL), and has similarly made games available via televisions, mobile,
online and several other out-of-home viewing platforms.98
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viewers to access content on an array of devices, such as smart TVs, mobiles, laptops or
tablets. ABC iView was first launched in 2008, and since then all other FTA content providers
have launched catch-up services. Netflix has been the most popular subscription video
service in Australia with over five million viewers (or 1.8 million subscribers), which includes
paid, free trials and special offers from third parties.94

RSPs are increasingly offering bundled plans as a point of differentiation, for example some
bundles offer free or unmetered access to OTT services. Optus offers unlimited data on an
NBN, ADSL or cable broadband bundle, with unlimited standard local calls, Yes TV by Fetch
and access to the EPL.99 Telstra also provides home phone, unlimited broadband and Foxtel
Entertainment Bundles, bonus subscriptions to Netflix, Stan and Presto and the ability to
access Telstra Air Wi-Fi hot spots for no fee until March 2017.100
Network operators are also marketing their plans to showcase that they provide the fastest
access to OTT streaming services. This can be seen by Optus marketing that it is the best
NBN provider for streaming Netflix, as per independent testing for 13 months straight.101
The ACCC’s proposed Broadband Performance Monitoring and Reporting Program would
provide visibility over the performance of fixed broadband access networks and give

94 Roy Morgan Research, Five million Australians now have Netflix; Stan and Presto are still well behind, but
growing, 15 June 2016, viewed 29 November 2016, http://www.roymorgan.com/findings/6839-netflix-stanpresto-subscription-video-on-demand-may-2016–201606141025.
95 Max Mason, Amazon weighs up prime time launch in Australia, Australian Financial Review, 9 October 2016.
96 David Swan, Telstra’s new plans stream ahead, The Australian, 22 August 2016.
97 Telstra, Telstra and NBL expand partnership into digital rights, media release, 15 August 2016; Travis King and
Ben Guthrie, AFL signs new six-year, $2.5 billion broadcast rights deal, 18 August 2015; Telstra Exchange,
Telstra extends NRL sponsorship and digital rights to 2022, 27 November 2015.
98 Optus, Every match of the Premier League. Exclusively live., viewed 29 November 2016, https://offer.optus.
com.au/epl; Optus, Optus unveils plans for the English Premier League, media release, 17 March 2016.
99 Optus, Every match of the Premier League. Exclusively live., viewed 29 November 2016, https://offer.optus.
com.au/epl#get-it.
100 Foxtel, ADSL bundles, viewed 29 November 2016, https://www.foxtel.com.au/get/broadband-bundles.
html.
101 Optus, The best NBN provider for streaming Netflix, viewed 29 November 2016, http://www.optus.com.au/
shop/broadband/nbn/nbn-articles/the-best-nbn-provider-for-streaming-netflix;
Optus, Netflix, viewed 29 November 2016, http://www.optus.com.au/shop/entertainment/tv-movies/
streaming-apps/netflix.
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consumers reliable and independent information in a manner that accounts for a broad
range of performance characteristics, network technologies and geographies. See further
discussion in chapter 4.
Further growth in data traffic volumes will potentially raise congestion issues for fixed and
mobile network operators, and possibly prompt further network investment. Telstra this
year invested in Nginx, a web server that supports websites such as Netflix.102 Telstra stated
that the investment will allow customers to have immediate access to digital content and
applications across any device, particularly in times of peak demand.

2.4

Telecommunications complaints

Key points
•

The ACCC received 2775 complaints and enquiries about the telecommunications
industry in 2015–16.

•

Telecommunications Industry Ombudsman (TIO) complaints fell by 9.6 per cent.

•

Complaints about the NBN doubled during the period, however the growth in the
number of complaints is less than the growth in the number of premises passed.

2.4.1

ACCC complaints

In 2015–16 the ACCC received 2775 complaints and enquiries about the telecommunications
industry, a 9 per cent increase from the previous year. Table 2.2 shows that the ACCC
received 914 consumer complaints regarding conduct that could be characterised as
misleading or deceptive.
Table 2.2 ACCC complaints by conduct type
Type of conduct

Number of complaints

Section 18—Misleading or deceptive conduct

914

Section 54—Guarantee as to acceptable quality

732

Section 29(1)(b)—False representations regarding services—standard, quality,
value or grade

165

Section 60—Guarantee as to due care and skill

158

Section 61—Guarantees as to fitness for a particular purpose, etc.

148

Section 36—Wrongly accepting payment

129

Section 29(1)(i)—False representation price

102

Source: ACCC complaints data.

The ACCC receives complaints from consumers and businesses about a wide range of issues.
Our approach is to focus on those circumstances that will, or have the potential to, harm the
competitive process or result in widespread consumer detriment. The information provided
by complainants assists the ACCC to identify matters for further investigation. The ACCC’s
investigations regarding telecommunications matters are discussed further in chapters 3
and 4.

102 Telstra Exchange, NGINX: Powering application delivery online, 21 April 2016, viewed 29 November 2016,
https://exchange.telstra.com.au/2016/04/21/nginx-powering-application-delivery-online/.
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2.4.2

TIO complaints continue to fall

The TIO provides a dispute resolution service for small business and residential customers
who have a complaint about their telephone or internet service. Analysis of TIO complaint
statistics can help the ACCC and other agencies to identify emerging issues and industrywide trends. Figure 2.19 shows the number of complaints received by the TIO over the
past six years. In 2015–16 the TIO received 112 518 complaints, 9.6 per cent fewer than the
previous year.103
Figure 2.19 Number of complaints received by TIO

Number of complaints recorded by
the TIO (thousands)

250

200

198

194

159
150

Competition in the Australian telecommunications sector

The ACCC does not resolve individual disputes, however, complaints which would be best
resolved by other agencies are forwarded. About 60 per cent of contacts raised concerns
that were referred to a more appropriate organisation for resolution, particularly the
Telecommunications Industry Ombudsman (TIO).
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Source: TIO Annual Reports.

The fall in complaints over the last five years, was largely due to the increased focus by
industry on improving customer service, changes to telecommunications regulations and
investments to improve mobile infrastructure.104

Internet complaints increase
Table 2.3 shows the number of TIO complaints received by service type. During the period,
the proportion of complaints relating to internet services increased by 9 per cent. In
particular, internet service complaints relating to slow data speeds increased by 48 per cent
from the previous year. Mobile complaints decreased during the period and can be attributed
to the investment made to mobile infrastructure, increased included data allowances,
stronger industry code rules on advertising and the international mobile roaming standard.

103 TIO, Annual Report 2015–16, 2016, p. 13
104 ibid.

41

Competition in the Australian telecommunications sector

Table 2.3 TIO complaints received by service type
Type of service

2010–11

2011–12

2012–13

2013–14

2014–15

2015–16

Mobile

57%

63%

58%

53%

47%

37%

Landline telephone

23%

19%

21%

25%

28%

29%

Internet

19%

16%

20%

22%

26%

35%

197 682

193 702

158 652

138 946

124 417

112 518

Total complaints

Source: TIO Annual Reports.

NBN complaints
In 2015–16 the TIO received 13 406 NBN-related new complaints, almost double the number
of complaints from the previous year. The two most significant issues raised related to faults,
such as slow data speeds, unusable services and drop outs and connection delays and
missed connection appointments.
During the year the ACCC received 752 NBN related complaints, an increase of 145 per cent
from the previous year.105 The increase in NBN complaints reflects the accelerated rollout of
the network, with more than one million premises activated, an increase of 136 per cent in
premises activated from the previous year. While the number of complaints during the year
also increased, it is important to note that in percentage terms the growth in the number of
complaints grew less than the number of premises activated.

105 This includes complaints and enquiries about the NBN and NBN Co, which relate to the ACL, anticompetitive conduct, scams and other enquiries which are not necessarily about a breach of the CCA.
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Key points
•

In 2015–16, the ACCC undertook four investigations into alleged anti-competitive
behaviour under Part XIB, but none resulted in the issuing of a competition notice.
The ACCC supports repeal of the telecommunications specific anti-competitive
conduct provisions in Part XIB of the Competition and Consumer Act 2010 (CCA),
subject to the Harper Review amendments to s. 46 being implemented.

•

The ACCC issued a report on the service delivery agreements between Telstra and
NBN Co, noting measures the companies have implemented to mitigate risks to
competition from Telstra’s involvement in the NBN rollout.

•

The ACCC assessed and decided not to oppose several transactions in the
communications sector. Given increased concentration, the ACCC will closely examine
any future transactions.

•

The ACCC contributed to a number of other processes around competition in the
communications sector, including on spectrum, intellectual property, and the review of
the ACMA.

3.1

Competition in the Australian telecommunications sector

3 Anti-competitive conduct, merger and
authorisation provisions

Overview

This chapter describes the ACCC’s activities dealing with anti-competitive conduct under
both the telecommunications specific provisions (Part XIB) and the general anti-competitive
conduct provisions (Part IV) of the Competition and Consumer Act 2010 (CCA). It also
outlines telecommunications-related merger reviews, third line forcing notifications and
authorisation applications under the CCA.

3.2

Anti-competitive conduct

Part XIB of the CCA contains the ‘competition rule’, which prohibits a carrier or carriage
service provider from engaging in anti-competitive conduct.106 Part XIB operates in addition
to the general anti-competitive conduct regime set out in Part IV of the CCA.

Investigations
The ACCC can issue a competition notice under the telecommunications-specific regime if it
has reason to believe that a carrier or carriage service provider is engaging or has engaged in
conduct in breach of the competition rule.107
During the year, the ACCC undertook four investigations into allegations of anti-competitive
conduct under Part IV and Part XIB of the CCA. The ACCC’s investigations did not result in
the issuing of a competition notice.

106 Section 151AJ of the CCA sets out the circumstances in which a carrier or carriage service provider is
said to engage in anti-competitive conduct for the purposes of Part XIB. Section 151AK of the CCA is the
competition rule.
107 Sections 151AKA and 151AL of the CCA.
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Telstra NBN service delivery agreements
On 2 September 2016 the ACCC released a report regarding its assessment of agreements
between Telstra and NBN Co regarding Telstra’s involvement in building parts of the NBN.108
NBN Co and Telstra announced they had entered into NBN service delivery agreements for
the supply of network planning, design, construction, and construction management services
as well as ongoing network activation and assurance services on the NBN in December 2015
and April 2016.
The ACCC has been monitoring these agreements given concerns that Telstra could be
given a head start in connecting customers to NBN hybrid fibre coaxial (HFC) broadband
services, preferential service activation and/or repair of NBN broadband services for its own
customers, and greater insight than its competitors into the NBN rollout.
As the details of the NBN service delivery agreements were developed, the ACCC consulted
with a number of broadband retail service providers and raised a range of competition
concerns with NBN Co and Telstra.
The ACCC’s report details a number of measures NBN Co and Telstra agreed to, which the
ACCC considers will mitigate the potential risks to competition. The measures include:
•

making NBN HFC connections available to all service providers simultaneously to avoid
Telstra getting a ‘head start’ following its installation of them

•

NBN Co setting priorities on activation and repair work it allocates to Telstra, requiring
Telstra to follow those priorities and de-identifying work orders from other retail service
providers (RSPs), and

•

Telstra providing ‘white label’ activation and repair services to NBN Co and requiring its
field workforce follow non-discrimination rules when attending end-user premises.

The ACCC is now working with NBN Co and Telstra to establish appropriate arrangements
to address our remaining concerns, including monitoring the implementation of the NBN
service delivery agreements and ensuring all NBN access seekers have equivalent access to
NBN rollout information.

Exemption orders
A carrier or carriage service provider can apply to the ACCC for an order to exempt certain
conduct from the scope of s. 151AJ (which deals with anti-competitive conduct).109 To date
the ACCC has not received any formal applications for an exemption order.

Competition Notice Guidelines
The ACCC updated its Telecommunications Competition Notice Guidelines in September
2015. The updated guidelines reflect legislative change since the guidelines were last
updated in 2004. The main amendments to the guidelines relate to:
•

updating references to the CCA from the Trade Practices Act 1974, and

•

incorporating amendments from the Telecommunications Legislation (Competition and
Consumer Safeguards) Act 2010, which extended the telecommunications market to
include content services and removed the ACCC’s obligation to observe procedural
fairness requirements when issuing a Part A competition notice.

The revised guidelines are available on the ACCC’s website.

108 ACCC, ACCC assessment of NBN-Telstra service delivery agreements, available at: http://www.accc.gov.au/
publications/accc-assessment-of-nbn-telstra-service-delivery-agreements.
109 See division 3, subdivision B of Part XIB of the CCA.
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On 6 October 2016, the ACCC made a submission to the Department of Communications
and the Arts’ consultation on the telecommunications-specific anti-competitive conduct
provisions in Part XIB.110
The ACCC supported the repeal of the provisions on the condition that the Australian
Government’s proposed amendments to s. 46 of the CCA are made. The proposed
amendments to s. 46 would implement the Harper Review’s recommendations, meaning the
section would prohibit corporations with substantial market power from engaging in conduct
that has the purpose, effect or likely effect of substantially lessening competition.111
The ACCC considers that the proposed changes to s. 46 would enable issues associated
with market power in the telecommunications sector to be dealt with effectively under the
general anti-competitive conduct provisions in the CCA. This would remove the need for the
sector specific provisions. We also noted the value of consistent anti-competitive conduct
provisions that apply across the economy.

3.3

Third line forcing notifications

Third line forcing is a type of exclusive dealing prohibited by ss. 47(6) and 47(7) of the CCA.
Third line forcing involves the supply of goods or services on condition that the purchaser
buys goods or services from a particular third party, or a refusal to supply because the
purchaser will not agree to that condition. It is not subject to a substantial lessening of
competition test and is prohibited regardless of the effect on competition, unless it relates to
products or services provided by related bodies corporate.
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Consultation on the ongoing operation of Part XIB

Parties wishing to engage in third line forcing conduct that is in the public interest can lodge
a notification or application for authorisation with the ACCC under Part VII of the CCA.
In 2015–16, the ACCC received several third line forcing notifications involving
telecommunications industry participants. Some examples of notifications, which the ACCC
allowed to stand, include:
•

Stan providing eligible Optus customers with subscription video on demand services at a
discount on condition that the customer acquired and activated, or has agreed to acquire
and activate, certain Optus products112

•

Optus offering its prepaid mobile customers certain benefits and discounts on the
condition customers acquire particular banking products and services from Westpac113

•

Telstra Licensed Shops offering a range of telecommunications goods and services,
discounts and/or promotional products to customers on condition that they acquire
telecommunications services or related goods or services from Telstra.114

110 Department of Communications and the Arts, Consultation on the telecommunications anti-competitive
conduct laws, available at: https://www.communications.gov.au/sites/g/files/net301/f/submissions/reviewpart-xib-telecommunications-anti-competitive-conduct-provisions-accc.pdf.
111 S Morrison (Treasurer of the Commonwealth of Australia), Fixing competition policy to drive economic
growth and jobs, media release, Parliament House, Canberra, 16 March 2016.
See recommendation 30 in the Harper Review, available at: http://competitionpolicyreview.gov.au/
files/2015/03/Competition-policy-review-report_online.pdf.
112 Notification N98844.
113 Notification N99135.
114 Notifications N99166, N99132, N99129, N98960, N98846, N98735, N98681, N98591.
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3.4

Authorisation applications

Under Part VII of the CCA, the ACCC can grant statutory protection for potential breaches of
the competition provisions of the CCA (except for misuse of market power provisions) if it is
satisfied that the conduct delivers a net public benefit.115
In 2015–16, the ACCC made decisions on two telecommunications-related
authorisation applications.

TLS Association and TLA Australia
On 24 March 2016, the ACCC released a final determination granting authorisation to TLS
Association Pty Ltd and TLA Australia Ltd (collectively, TLA) for a period of 10 years.116
TLA applied for authorisation to collectively bargain on behalf of its current and future Telstra
Licenced Shops and/or Telstra Business Centre members with suppliers of products and
services to these members. TLS Association Pty Ltd had an existing authorisation for similar
arrangements, which expired on 18 March 2016.117

NBN Co and Optus
On 28 August 2015, the ACCC issued a final decision to grant authorisation to specific
provisions within revised agreements between NBN Co and Optus for a period of 35 years.118
The ACCC previously granted authorisation to an agreement whereby Optus would migrate
its customers to the NBN and ultimately decommission its HFC network.119 The revised
authorisation applications involved:
•

the progressive migration of Optus’ HFC subscribers to the new multi-technology mix
NBN while parts of Optus’ HFC network is integrated into the NBN

•

an obligation on Optus to use the NBN for 15 years to supply residential and small
business customers serviced by the Optus HFC network and share spectrum on its
coaxial network with NBN Co, prior to NBN Co taking ownership of that network.

The ACCC concluded that under either the existing or revised agreements, Optus would
cease to be a network competitor and that the revised arrangements would produce little, if
any, additional public detriment.120 The ACCC was also satisfied that the likely benefits of the
revised agreements would outweigh the likely detriments.
These arrangements form part of a broader transaction between the parties, which involved
the acquisition of Optus’ HFC assets. This is discussed below under Merger Reviews.

115 Authorisation applications for mergers are dealt with by the Australia Competition Tribunal rather than the
ACCC.
116 Authorisation A91521.
117 TLA is a representative association for Telstra Licenced Shop licensees and was formed to replace TLS
Association Pty Ltd. TLA’s membership represents around 62% of Telstra Licenced Shop outlets.
118 Authorisations A91290-A91292.
119 Authorisations A91290-A91292.
120 The ACCC accepted that in the absence of the revised arrangements, the parties would have relied upon
their original arrangement and that the ACCC would not have exercised its discretion to initiate a revocation
of that authorisation.
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Merger reviews

The ACCC assesses the impact on competition of proposed and completed mergers and
acquisitions under s. 50 the CCA, which prohibits mergers and acquisitions that would have
the effect, or be likely to have the effect, of substantially lessening competition. The ACCC
does this by providing the merger parties with its view on whether a particular proposal is
likely to breach s. 50 of the Act. This process is generally known as the ‘informal clearance’
process. Businesses may also apply to the ACCC for formal clearance.
During the year, the ACCC assessed a number of significant acquisitions in the
telecommunications sector. The ACCC will continue to keep a close watch on competition in
the telecommunications sector given recent consolidation and increased vertical integration.
Any future potential mergers or acquisitions that increase concentration will receive close
examination from the ACCC.

Vocus and Nextgen Group
The ACCC assessed and decided not to oppose the acquisition by Vocus Communications
of Nextgen Networks Group Pty Ltd and two development projects: the Australia Singapore
Cable and the North West Cable System (together, Nextgen). The ACCC announced its
decision on 22 September 2016.
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3.5

The ACCC found that the services supplied by Vocus and Nextgen are largely
complementary. The proposed acquisition would result in some horizontal aggregation
in relation to the supply of transmission services, network services, sub-sea transmission
cables and broadband. The ACCC concluded, however, that in the limited services in which
they do overlap, Vocus and Nextgen do not compete closely such that it is unlikely that the
proposed acquisition will substantially lessen competition in relation to the supply of any of
those services.
In accordance with its assessment of the TPG’s proposed acquisition of iiNet (see below), the
ACCC closely examined vertical integration issues. This was important because the proposed
acquisition removes a significant non-vertically integrated supplier of wholesale transmission
services. The ACCC considered that if smaller broadband providers have to acquire wholesale
services from vertically integrated competitors then there is the potential for the acquisition
to make it harder for those smaller providers to compete. The ACCC concluded that the
increased vertical integration was unlikely to substantially lessen competition taking into
account Nextgen’s product offerings, the presence of excess capacity in the wholesale
transmission market and the competitive constraint from the other wholesale suppliers
(Telstra, Optus and TPG).

Vocus and M2
On 5 November 2015 the ACCC announced its decision not to oppose Vocus’s proposed
acquisition of M2 Group Limited (M2).
The ACCC concluded that it was primarily a merger between two complementary
businesses. The ACCC considered there were limited overlaps in the markets Vocus and
M2 supply, and where there are, the businesses focus on different customer segments. The
ACCC also considered that the merged firm would face significant competition from Optus,
Telstra and TPG.
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NBN Co and Optus
On 28 August 2015 the ACCC announced it would not oppose NBN Co’s proposed
acquisition from Optus of parts (but not all) of the Optus HFC network. The agreement
between the parties did not identify specific network elements that NBN Co would acquire
from Optus. Instead, the agreement provided a process for NBN Co to select the network
elements that it wishes to progressively acquire from Optus. Optus will decommission or
deactivate any infrastructure that NBN Co does not acquire.
The ACCC considered the proposed acquisition in the context of an application by NBN Co
and Optus for authorisation of revised arrangements involving the integration of parts of
Optus’s HFC network into the NBN. Authorisation had previously been granted in 2012, as
discussed above (section 3.4).
The ACCC considered that in the future without the proposed acquisition the parties would
continue to operate in accordance with the agreement authorised by the ACCC in 2012.
Under that agreement, Optus would continue to progressively migrate its customers to
the NBN, only use the NBN to provide fixed line services in relevant areas, and once the
migration process was completed, decommission its entire HFC network.
The ACCC therefore concluded that with or without the proposed acquisition, Optus would
cease to be a network competitor in the future and accordingly, the proposed acquisition
was not likely to substantially lessen competition in any relevant market.

iiNet and TPG
On 20 August 2015 the ACCC announced its decision to not oppose the proposed
acquisition of iiNet by TPG.
The ACCC found that in the market for the retail supply of fixed broadband services, the
combined competitive constraint from other major retailers (Telstra, Optus and M2), would
likely be sufficient to limit the harm to competition of the proposed acquisition.
The ACCC also concluded that the proposed acquisition would be unlikely to substantially
lessen competition in the market for wholesale transmission services.

Foxtel and Ten
On 22 October 2015 the ACCC announced its decision to not oppose proposed acquisitions
by Foxtel Management Pty Ltd (Foxtel) and Ten Network Holdings Ltd (Ten). The decision
was limited to Foxtel’s proposal to acquire up to 15 per cent of Ten, Ten’s proposal to acquire
a 24.99 per cent stake in Foxtel’s advertising agency Multi-Channel Network (MCN), and Ten’s
option to acquire 10 per cent of Presto.
The ACCC investigated whether the acquisitions would substantially reduce competition
in the acquisition of sports rights and other types of content, with related effects in the
free-to-air and broader television viewing markets. The ACCC considered that other free-toair networks, pay television providers and online service providers would continue to have
sufficient alternatives to allow them to obtain content attractive to their viewers. The ACCC
also considered that Foxtel and Ten would continue to face competition from the remaining
free-to-air networks, and that streaming services are likely to become an increasingly
competitive alternative for viewers.
Although the proposed acquisitions would lead to a greater alignment of Foxtel’s and Ten’s
interests, and increased the degree of influence Foxtel had over Ten, the ACCC concluded
that the acquisitions, on their own, were unlikely to result in a substantial lessening of
competition. The ACCC noted that it would, however, closely examine any future acquisitions
by the merger parties, including where increases in these shareholdings were made possible
through changes to the existing media diversity and control rules.
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The ACCC publishes guidelines to provide information on the analytical framework that
it applies when reviewing mergers under s. 50 of the CCA. The ACCC has also previously
published separate guidelines on its approach to media mergers.
In August 2016 the ACCC published draft revised media merger guidelines.121 The revised
guidelines set out issues that may be relevant in media transactions, including diversity of
media voices, the impact of technological change and access to content. The guidelines
include a number of case studies to illustrate the ACCC’s approach in past media mergers.
The ACCC is currently considering stakeholder responses received during consultation.

3.6

Competition limits for spectrum

Under the Radiocommunications Act 1992, the issue of a spectrum licence is treated as an
acquisition for the purposes of s. 50 of the CCA. When requested, the ACCC provides advice
to the Minister on setting competition limits in new spectrum allocations.

Advice on spectrum allocations
On 5 October 2016, the Minister for Communications sought the ACCC’s advice on
appropriate allocation limits for an auction of two x 15 MHz of unsold 700 MHz digital
dividend spectrum that is expected to occur in April 2017. The ACCC provided advice on
11 November 2016, and this advice may be made public in due course.
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Merger guidelines

In February 2016, the government finalised the auction of 1800 MHz spectrum for regional
areas. Allocation limits applied to this auction which were consistent with the ACCC’s
competition limits advice provided to the Minister in May 2015.122

Submission on outcomes of spectrum review
During the year the ACCC also provided a submission to the Department of Communications
and Arts’ consultation on proposals to implement the government’s response to the 2015
Spectrum Review.123 Through this process the government is seeking to replace the current
arrangements with new legislation to simplify the radiocommunications spectrum framework
and make it more efficient and flexible.
The ACCC’s submission supported the government’s objectives of simplifying the
licensing framework, while emphasising the importance of having regard to competition
in the allocation of spectrum licences. The ACCC also stressed that s. 50 of the CCA
should continue to apply to the issue and renewal of licenses, and recommended the
ACCC’s involvement should be required under the new framework in the allocation of
spectrum licenses.

121 ACCC, Media merger guidelines—draft for public consultation, August 2016, available at: https://
consultation.accc.gov.au/mergers-and-adjudication/draft-media-merger-guidelines/consult_view.
122 ACCC, Spectrum competition limits, available at: https://www.accc.gov.au/regulated-infrastructure/
communications/spectrum-competition-limits/request-for-advice.
123 Department of Communications and the Arts, Spectrum reform legislative proposals consultations,
available at: https://www.communications.gov.au/have-your-say/spectrum-reform-legislative-proposalsconsultation.
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3.7

Intellectual property arrangements

During the year the ACCC made four submissions to the Productivity Commission’s inquiry
into intellectual property arrangements in Australia.124 In our submissions we advocated for
reforms to ensure that intellectual property rights continue to encourage innovation in the
creation of intellectual property, but at the same time are not used in a manner that dampens
competition or restricts consumer benefit from technological advances.125
The Productivity Commission provided its final report to the Australian Government on
23 September 2016.

3.8

Response to the ACMA Review

During the year the Department of Communications undertook a review of the Australian
Communications and Media Authority (ACMA), which included assessing the regulatory
arrangements for the communications sector.126 A draft report was released in May
2016 and recommended retaining the existing arrangements for economic regulation
of communications (that is, with the ACCC administering economic regulation under a
telecommunications specific regime). The draft report also made recommendations specific
to the ACCC, including:
•

strengthening the cross-appointment arrangements between the ACMA and the
ACCC, and

•

the Minister providing the ACCC with an annual Statement of Expectations, and
the ACCC responding with a Statement of Intent, outlining how it will deliver on the
expectations.

The ACCC supports these recommendations. In August 2016 the ACCC and the ACMA also
took steps to renew the memorandum of understanding (MOU) between the agencies in
light of the review’s findings.

124 These submissions were made on: 30th November 2015, 1 April 2016, 6 April 2016 and 6 June 2016.
125 Our submissions can be found on the Productivity Commission’s website: http://www.pc.gov.au/inquiries/
completed/intellectual-property/submissions.
126 ACMA, ACMA Review, available at: https://www.communications.gov.au/what-we-do/television/media/
acma-review.
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Key points
•

During 2015–16, we undertook 15 major investigations in the telecommunications
sector under the Australian Consumer Law (ACL).

•

Key issues that were the focus of our consumer safeguard activities include policies
and procedures relating to NBN migration, and the provision of information on
broadband performance.

•

We provided consumers with information and tools to enhance their understanding of
telecommunication issues and services, and to improve outcomes for consumers.

•

We worked with stakeholders on a number of ongoing and emerging issues to protect
and promote the interests of consumers.

4.1

Overview

This chapter outlines the ACCC’s consumer protection work in the telecommunications
sector. Consumer protection in the telecommunications sector is a priority in the ACCC’s
Compliance and Enforcement Policy.127 The ACCC uses a range of compliance and
enforcement tools to encourage compliance with the Australian Consumer Law (ACL)
including litigation, infringement notices, enforceable undertakings and administrative
resolutions. The ACCC also seeks to inform consumers through education and awareness
raising activities.
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4 Consumer safeguard activities

There are two general consumer protection provisions that are the focus of the ACCC’s work
in the telecommunications sector:
•

Section 18 of the ACL prohibits a person, in trade or commerce, from engaging in
conduct that is misleading or deceptive or is likely to mislead or deceive.

•

Section 29 of the ACL prohibits a person, in trade or commerce, from making specific
false or misleading representations about goods and services.

Information that triggers the ACCC’s enforcement and compliance work comes from many
sources. These include complaints through the ACCC’s Infocentre, and information from
other regulators and groups such as the Telecommunications Industry Ombudsman (TIO)
and the Australian Communications Consumer Action Network (ACCAN).

4.2

ACCC investigations

In 2015–16, the ACCC undertook 15 major investigations in the telecommunications sector
under the ACL, one less than the previous year. Seven of these investigations were on foot at
the start of the reporting period. Investigations may be resolved in different ways, including
via litigation, the issuing of infringement notices, or by accepting an enforceable undertaking
or administrative resolution.

127 The ACCC’s approach to enforcement and compliance activities is guided by the ACCC’s Compliance and
Enforcement Policy. A copy of the ACCC Compliance and Enforcement Policy is available at: http://www.
accc.gov.au/publications/compliance-and-enforcement-policy.
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4.2.1

Litigation

The ACCC takes legal action where, having regard to all the circumstances, it is the most
appropriate way to achieve its enforcement and compliance objectives. The ACCC is more
likely to proceed to litigation in circumstances where:
•

the conduct is particularly egregious having regard to the ACCC’s priority factors

•

there is reason to be concerned about future behaviour or

•

the party involved is unwilling to provide a satisfactory resolution.128

Litigation can result in positive outcomes for consumers and act as a warning to businesses.

Unconscionable conduct action
In 2016 the ACCC commenced proceedings in the Federal Court against 10 corporations
trading as SoleNet and Sure Telecom, and their director James Harrison. The ACCC alleges
that there was unconscionable conduct in the supply of telecommunications services
and undue harassment in breach of the ACL. The ACCC alleges the Harrison Companies,
controlled by Mr Harrison, engaged in unconscionable conduct in all the circumstances by:
•

ceasing trading and winding up companies, which incurred regulatory sanctions and
unpaid debts to regulators

•

purporting to transfer customer contracts from Harrison Companies, which
ceased trading, to new Harrison Companies without the customers’ knowledge or
informed consent

•

seeking payment of early termination fees and cancellation fees from transferred
customers where the Harrison Company seeking the payment has no contractual right
to payment

•

referring these alleged debts to a debt collection agency and law firm, each of which sent
letters demanding the payment of early termination and cancellation fees pursuant to
purported contracts between the ‘new’ companies and the transferred customers, when
the customers had not in fact entered into contracts with the relevant ‘new’ companies

•

engaging in undue harassment of transferred customers in relation to the payment of
these alleged debts.

The ACCC is seeking declarations, injunctions, consumer redress, penalties, corrective
advertising, a disqualification order against Mr Harrison and costs. The final day of hearing
was 11 August 2016 and the ACCC is currently awaiting judgment.

4.2.2

Infringement notices and court enforceable undertakings

The ACCC may issue an infringement notice where it has reasonable grounds to believe
there has been a contravention of the ACL that requires a more formal sanction than an
administrative resolution, but which might be resolved without legal proceedings. The ACCC
may also accept court enforceable undertakings under s. 87B of the CCA instead of pursuing
legal proceedings.

Alleged false or misleading representations by Optus about internet speeds
In December 2015 Optus paid $51 000 in penalties following the issue of five infringement
notices by the ACCC. These notices related to Optus’ advertisements for cable
broadband services.

128 These factors are set out in the ACCC’s Compliance and Enforcement Policy and include: conduct of
significant public interest or concern, conduct in concentrated markets, which impacts on small business or
suppliers, and conduct where ACCC action is likely to have a worthwhile educative or deterrent effect.
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Optus also provided the ACCC with a court enforceable undertaking. In the undertaking,
Optus acknowledged that its conduct may have contravened the ACL, and it agreed
not to use the term ‘NBN-like speeds’ in future advertising unless the speeds offered are
comparable to those on NBN plans. Optus further agreed to allow customers who acquired
cable broadband from Optus during the advertising period to cancel their contract at no cost
and refund any start-up fee paid. Optus also agreed to engage an independent third party to
review its trade practices compliance program and implement any recommended changes.

Alleged false or misleading representations to retirement village residents
In 2016 telecommunications service provider Voiteck Pty Ltd (Voiteck) paid a penalty of
$10 200 following the issue of an infringement notice by the ACCC. The notice related to false
or misleading representations about Voiteck’s internet and telephone services.
Voiteck was chosen by Lifestyle SA retirement villages as its ‘preferred provider’. Lifestyle
SA administers 11 retirement villages in South Australia which are home to around 1900
residents. In June 2015, Voiteck told Lifestyle SA residents that Voiteck:
•

had been chosen to provide them with telephone and internet services

•

would become their billing provider, and

•

would be migrating residents to new call rates and internet services.
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The ACCC issued the infringement notices because it had reasonable grounds to believe
that Optus had made false or misleading representations about data transfer rates (‘speeds’)
offered on its existing cable broadband plans. In particular, the ACCC was concerned that
Optus’ use of the term ‘NBN-like speeds’ represented that the advertised broadband plan
provided speeds that were comparable to the NBN, which was not the case.

This gave the impression that residents could not choose an alternate internet and telephone
services provider, when that was not the case.

4.2.3

Administrative resolutions

In some cases the ACCC may accept an administrative resolution from a trader that has
engaged in conduct that may be in breach of the ACL. These resolutions generally involve
the trader:
•

agreeing to stop the conduct

•

compensating those who have suffered a detriment because of it, and

•

taking other measures necessary to ensure that the conduct does not reoccur.

In the past year, the ACCC accepted administrative resolutions with telecommunication
service providers Exetel Pty Ltd (Exetel) and Vaya Pty Ltd (Vaya).

Alleged unfair contract term
In mid-2015 Exetel wrote to more than 2000 residential broadband customers on 12-month
fixed term plans, informing them that they were required to either change their broadband
plan or terminate their Exetel service without penalty. Exetel relied on a clause in its standard
residential broadband agreement which provided that Exetel could vary any part of that
agreement for any reason.
Following an investigation, the ACCC considered that the clause was an unfair contract term,
pursuant to s. 23 of the ACL. The ACCC also considered that Exetel’s advertising of these
fixed term plans was likely to be misleading because it represented that consumers would
receive the service for the 12-month fixed term, when this was not necessarily the case.
Exetel cooperated with the ACCC’s investigation and agreed to compensate consumers
affected by the changes. The ACCC also wrote to traders with similar terms to encourage
them to update their consumer agreements.
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Alleged misleading conduct
In September 2014 Vaya sent an email to selected customers stating that at the end of
their 24 month contract they could keep their current plan if they paid a monthly $9.90
fee, called a ‘Plan Freeze Fee’, on top of their monthly access fee. In some cases, Vaya
charged the fee before customers’ contracts expired. Separately, in February 2015, Vaya
sent an email to its customers stating that all customers were required to pay a ‘once-off,
refundable $20 Security Deposit’ in accordance with Vaya’s Terms and Conditions and the
Telecommunications Consumer Protections (TCP) Code.
The ACCC formed the view that Vaya’s Plan Freeze Fee email was likely to be misleading
because it represented that consumers were required to pay extra fees, when in fact rates
were fixed under contract. The ACCC also considered that Vaya’s Security Deposit email was
likely to be misleading as it failed to inform consumers of their rights of termination under
Vaya’s terms and conditions and Vaya’s obligations under the TCP Code.
In response to ACCC intervention Vaya took a number of steps to address these concerns,
including refunding all customers who were incorrectly charged the Plan Freeze Fee and
informing customers who complained about the Security Deposit and Plan Freeze Fee of
their right to terminate their contracts without penalty. The ACCC issued a media release in
March 2016 following the conclusion of its investigation.

4.2.4

Ongoing investigations into slamming

The ACCC has received a number of complaints of consumers having their
telecommunications service transferred to a different provider without their consent, a
process known as ‘slamming’. These instances also commonly involve representations that
the caller is affiliated with a consumer’s existing telecommunications provider.
The ACCC has and continues to investigate and take action against traders engaging in
slamming. Its assessment and pursuit of such complaints is often hampered by challenges in
obtaining detail of exactly what was said and by whom in the course of a call. While retailers
record part of the call, many fail to record the entirety of the telemarking calls where the
alleged misrepresentations take place. Instead, they only record the part of the conversation
where the consumer is accepting the transfer purportedly under a misapprehension by the
consumer over what is actually taking place. The recording of the entirety of the call would
greatly assist regulators with assessment of complaints; investigations; and actions to be
taken. Recording in itself may have a positive impact on the conduct of retailers knowing
that their representations are captured. The ACCC is currently liaising with ACMA and the
TIO about how best to respond to ongoing slamming practices and, in particular, whether to
require traders to record the entirety of their sales calls.

4.3

ACCC liaison and engagement activities

4.3.1

Consumer education initiatives

The ACCC provides information, tips and tools to help consumers understand their ACL
rights and to raise awareness about telecommunications issues. The ACCC website also
includes tips on choosing phone, internet and mobile plans, guidance on how to manage
data usage and in-app purchases, and information on broadband speed claims.
The ACCC also provides information to consumers to assist them in migrating to the NBN,
including information about:
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•

how the NBN will be provided

•

what consumers need to do to move to the NBN

how migration to the NBN can impact services such as medical and fire alarms and
emergency lift phones, and

•

things to consider when selecting an NBN service provider.129

4.3.2

Stakeholder engagement

The ACCC works with other agencies and organisations with an interest in
telecommunications to promote a cohesive and effective response to consumer and
competition issues. We regularly meet with other regulatory organisations, consumer
representative groups and industry bodies to discuss emerging issues and share information.
During 2015–16, key engagement topics included consumer issues with the NBN migration,
and the provision information to consumers on broadband performance (discussed below).

Consumer migration to the NBN
In 2015–16 the ACCC participated in various stakeholder working groups on consumer issues
associated with migrating to the NBN. These included:
•

the Communications Alliance NBN Over-the-Top Services Transition Working Group

•

the Communications Alliance Copper Migration Processes and Solutions Working
Committee, and

•

the Monitored Fire Alarm and Lift Phone Migration Roundtable convened by the
Department of Communications and the Arts.
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•

The ACCC also continued to attend, as an observer, the quarterly NBN Co Public Information
on Migration briefings.
The ACCC made a submission to the Department of Communications in August 2015
on the development of the Australian Government’s Migration Assurance Policy.130 The
Migration Assurance Policy sets out the government’s expectations for reformed migration
arrangements, the roles and responsibilities of different parties and the components of a
successful migration process.
In our submission, we agreed with the Policy’s consumer focus to minimise service disruption,
prioritise continuity of service and assist vulnerable consumers. However, we stated that the
objective could be given greater prominence through additional measures including:
•

ensuring additional transparency about the rollout of the NBN for all service providers

•

encouraging retail service providers (RSPs) to provide additional information to
their customers

•

increasing consumer awareness about scams associated with NBN migration, and

•

ensuring the Policy’s measures support competition.

The Australian Government released the Migration Assurance Policy Statement and
Framework in February 2016.131

129 ACCC, Moving to the NBN for consumers, available at: https://www.accc.gov.au/consumers/nationalbroadband-network/moving-to-the-nbn-for-consumers.
130 ACCC, Submission regarding the draft Migration Assurance Policy, available at: https://www.accc.gov.au/
system/files/20150826%20Letter%20to%20NBN%20Migration%20%20Service%20Continuity.pdf.
131 Department of Communications and the Arts, Migration Assurance Policy Framework, available at: https://
www.communications.gov.au/publications/migration-assurance-policy-statement-framework; Department
of Communications and the Arts, Migration Assurance Policy Statement, available at: https://www.
communications.gov.au/publications/migration-assurance-policy-statement.
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Broadband speeds and performance monitoring
During a period of significant market transition, it is important that consumers have access
to accurate, comparable information about service performance to assist their purchasing
decisions and to reduce the likelihood that they may be misled. Increased transparency over
service performance will also prompt retail service providers to improve performance, so as
to compete on this product dimension as well as on price and inclusions.
Clear performance information is particularly important when consumers are being called
upon as part of the NBN migration to make choices between a range of communications
services and applications that are continually growing in number and complexity. It is
understandable that consumers are increasingly looking for verified information about the
speed and performance of broadband services to assist their purchasing decisions.
Consequently, it is becoming increasingly important that RSPs are clear and accurate when
marketing the speed of their broadband services.
During the year the ACCC also consulted extensively with RSPs, network operators and
consumers on the standards that would be reasonable to apply to the marketing of
broadband services. This emphasised the benefits of service performance information,
including for the busy hour, being presented to consumers in a comparable manner.
To facilitate this the ACCC will review its broadband speeds claims guidance to industry
to encourage RSPs to provide relevant information about the speed and performance
consumers can expect when using their services as part of their marketing and sales
activities. For example, while the introduction of the NBN allows RSPs to offer NBN plans
with different speeds (such as 12/1 Mbps to 100/40 Mbps) these are wholesale tiers
provided to internet service providers (ISPs). The actual speeds that consumers will receive
over the selected retail service will depend on a range of factors (including RSP network
management) and during peak times, speeds individual consumers experience are likely
to be lower than the maximum wholesale speed available for their selected speed tier over
the NBN.
To complement these steps, the ACCC also recommends the introduction of a Broadband
Performance Monitoring and Reporting program that would provide verified, comparable
information about the typical performance of RSP’s broadband services. During the year,
the ACCC ran a pilot program to monitor and report on various fixed broadband services
in order to provide an effective proof of concept for an ongoing program. This program
involved testing approximately 90 Melbourne-based volunteers’ home fixed line broadband
connections on various technologies over a three-month period.
Volunteers installed a hardware probe on their home connection and the probe ran a series
of network performance tests at regular intervals. The metrics selected for testing included
download/upload speeds, web browsing time, latency, packet loss, video streaming, jitter
and DNS resolution. While a range of results were observed, there was a noticeable trend
in deteriorating performance during busy hours across most of the monitored services,
particularly in relation to download speeds.

Submissions to policy processes
During the year the ACCC contributed to several consultations on consumer issues, including:
•

the Productivity Commission’s inquiry into the telecommunications universal service
obligation132, and

•

the Regional Telecommunications Review.133

132 Productivity Commission, Telecommunications Universal Service Obligation, submissions available at: http://
www.pc.gov.au/inquiries/current/telecommunications/submissions.
133 ACCC, Submission on the Regional Telecommunications Review 2015, available at: https://www.accc.gov.
au/system/files/ACCC%20submission%20to%20the%20Regional%20Telecommunications%20Review.pdf.
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The Productivity Commission (PC) is conducting an inquiry into the future direction of the
universal service obligation (USO) in telecommunications markets. The PC’s issues paper
sought views on the nature, scope and objectives of the USO, whether particular sections of
the community have needs to which Government intervention should be directed, and how
any regulatory intervention should be funded.
The ACCC’s submission (sent July 2016) acknowledged the importance of a universal service
regime to ensure that consumers have access to essential communications services. The
ACCC’s view is that the USO should include data services in addition to voice services, given
the importance of data-enabled services in the contemporary communications environment.
The NBN rollout should mean that a broadband network could be accessed at all premises
around Australia. We also submitted that competition among RSPs connecting to the
NBN should remove the need for a retailer of last resort, particularly under the NBN fixed
network footprint, with different arrangements potentially necessary outside of the NBN
fixed footprint.
The Productivity Commission expects to release a draft report in December 2016 and finalise
the inquiry in April 2017.134

Regional Telecommunications Review
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PC inquiry into the universal service obligation

The three-yearly Regional Telecommunications Review canvasses the adequacy of
communications services in regional, remote and rural Australia with a broad range of
relevant stakeholders. The ACCC contributed to the 2015 Review through meetings with
the Regional Telecommunications Independent Review Committee, and via a submission
on 30 July 2015. Our submission focused on the universal service obligation, consumer
guarantees, and the availability of backhaul in rural and regional areas.
The Committee’s report was tabled in Parliament in October 2015.135 The report highlighted
the importance of mobile coverage in rural and regional areas, the potential to maximise
benefits from the rollout of the NBN, and the need to develop consumer safeguards
to support regional Australia.136 The Australian Government provided its response in
February 2016.137

134 Productivity Commission, Telecommunications Universal Service Obligation, draft report available at: http://
www.pc.gov.au/inquiries/current/telecommunications#draft.
135 Regional Telecommunications Review, 2015 Report, available at: http://www.rtirc.gov.au/issues-paper/
index.html.
136 ibid., p. viii.
137 Department of Communications and the Arts, Australian Government response to the Regional
Telecommunications Independent Review Committee report: Regional Telecommunications Review 2015,
February 2016, available at: https://www.communications.gov.au/who-we-are/department/regionaltelecommunications-review.
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5 Monitoring and reporting
Key points
•

The ACCC published the first quarterly NBN Wholesale Market Indicators Report in
April 2016. These reports provide a valuable perspective into the development of NBN
markets as industry transitions away from the legacy copper access network, and
provide a basis for observing and assessing emerging market outcomes.

•

The ACCC extended the NBN Services in Operation RKR to reflect the transition to a
multi-technology mix NBN. We also amended the Regulatory Accounting Framework
RKR to remove Optus and Vodafone from the requirement to report.

5.1

Overview

This chapter outlines the ACCC’s main monitoring and reporting activities for 2015–16, which
included collecting and reporting on information via record keeping rules (RKRs).

5.2

Record keeping rules (RKRs)

The ACCC has established RKRs to specify information certain telecommunications providers
must keep and provide on an ongoing basis. The ACCC uses this information to monitor
competition and market developments, and to inform regulatory decisions.
Table 5.1 summarises the information collected under current RKRs.
Table 5.1 Current record keeping rules
Record keeping rule

Information collected

Rationale

Reporting period and
disclosure

Access to Telstra
exchange facilities

Telstra must report on
access to its exchange
facilities including
capped exchanges and
exchanges with queued
access seekers.

To provide oversight of
Monthly.
any decision to cap an
Telstra must publicly disclose
exchange and to monitor certain information.
access seeker queues to
exchanges.

Audit of
Telecommunications
Infrastructure Assets

Specified carriers
must report on the
location of their core
network and Customer
Access Network (CAN)
infrastructure.

To provide the ACCC
with a consistent and
coherent infrastructure
database to inform
regulatory decisions.

Annually.
The ACCC publishes
aggregated data on a periodic
basis.

Building Block Model

Telstra must provide
data on actual usage and
historical asset values.
It must also provide
forecast data on service
demand, operating
expenditure and capital
expenditure.

The ACCC uses this
data in the Fixed
Line Services Model
(FLSM), which is used
to determine prices for
the regulated fixed line
services.

Actual usage data–annually.
Other required data–at the
ACCC’s request and at the start
of a price review prior to each
regulatory period.
The ACCC makes the
information available in
accordance with a disclosure
notice.138

138 The ACCC gave Telstra a disclosure notice regarding the RKR information provided as part of the inquiry into
making final access determinations for the fixed line services. The disclosure notice provides that the ACCC
will publish a public version of the RKR information and establishes confidentiality arrangements for full
disclosure of the RKR information to access seekers.
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Information collected

Rationale

Reporting period and
disclosure

Division 12

Specified carriers must
report on the retail prices
charged for certain
services including fixed
line voice, mobile and
internet services.
Carriers must also
provide data on revenue
and usage, which enable
the ACCC to calculate
price movements.

To provide information
that enables the ACCC
to report annually,
as required, to the
Minister on the changes
in the prices paid for
telecommunications
services in Australia (the
Division 12 Report).

Annually.
No public disclosure.
However, the ACCC’s annual
Division 12 Report contains
estimated price indices for
telecommunications services
based on this RKR data.

NBN Services in
Operation

NBN Co must provide
information on the
take-up of NBN access
services, the amount
of capacity being
acquired and the average
utilisation of that
capacity over the NBN.

To allow the ACCC to
monitor the rate and
level of take-up of
different NBN services,
assess competition as
it develops on the NBN
and to inform regulatory
decisions.

Quarterly.
NBN Co must provide a
quarterly NBN Wholesale
Market Indicators report
containing certain data
collected under the RKR for
publication.

Regulatory
Accounting
Framework (RAF)

Telstra must provide
certain financial
information and
service usage data for
retail and wholesale
communications services.

To assist the ACCC
with key decisions and
reporting functions
including declaring
services, setting
regulated prices under
an access determination
and reporting on the
state of competition
in telecommunications
markets.

Biannually.
No public disclosure.

Telstra customer
access network
(CAN)

Telstra must provide
information on the
number of retail and
wholesale services
in operation on its
network. This data
is disaggregated by
exchange service areas
and access seekers.

To allow the ACCC to
analyse competition
and industry trends in
telecommunications
markets.

Quarterly.
No public disclosure of the data
but Telstra provides a summary
of the quarterly results for
publication.

5.2.1
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Record keeping rule

Amendments to the record keeping rules in 2015–16

The ACCC periodically reviews information collected under the RKRs and, where appropriate,
makes changes to ensure that the information continues to be relevant. During 2015–16, the
ACCC made amendments to:
•

the NBN Services in Operation (SIO) RKR, in relation to the information collected and the
disclosure requirements, and

•

the Regulatory Accounting Framework (RAF) RKR, in relation to the entities required
to report.

NBN SIO RKR
The ACCC introduced the NBN Services in Operation RKR in September 2014 to monitor the
take-up and usage of NBN services, the amount of capacity acquired by access seekers, and
the average capacity utilisation over the NBN.
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As NBN Co launches new NBN access services in accordance with the multi-technology mix
NBN, the ACCC has amended the services that NBN Co must report on under the RKR.
During 2015–16 the ACCC provided written notice to NBN Co that the RKR would be
extended to fibre-to-the-node139, long-term satellite and hybrid fibre coaxial (HFC) network
services.140 NBN Co is also required to maintain records in relation to fibre-to-the-premises
(FTTP), fixed wireless, interim satellite services (ISS) and fibre-to-the-basement (FTTB) (as
per previous directions).

Disclosure of information: the Wholesale Market Indicators Report
In March 2016 the ACCC issued a disclosure direction to NBN Co requiring it to provide
each calendar quarter a report for publication on data collected under the NBN SIO RKR.
This ‘Wholesale Market Indicators Report’ provides a detailed view of the size and structure
of emerging NBN wholesale access markets as the NBN becomes more widely available. It
provides a count of the number of NBN access services for each access network technology,
broad geographic region, contracted Data Transfer Rate (speed) tier, traffic class, and
established NBN access seekers. The report also provides data on the aggregate contracted
capacity across all NBN connectivity virtual circuits, and the breadth and depth of entry by
NBN access seekers at NBN Points of Interconnect.
The ACCC introduced the Wholesale Market Indicators Report to provide an insight into
the development of NBN markets as industry transitions away from the legacy copper
network. As set out earlier in this report, the data in Wholesale Market Indicators report
can be compared at a high level against similar data the ACCC already publishes on access
services supplied over the Telstra copper customer access network. The reports do not
though provide a view over the structure of emerging retail markets because retail service
providers can choose to directly acquire NBN access services or resell services offered by
NBN access seekers.
During 2016 the ACCC published Wholesale Market Indicators Reports in April, July and
November.141 The Reports show that there are four main businesses acquiring NBN access
services—Telstra, the TPG Group, Optus and Vocus. The most recent Report (2 November
2016) shows that Telstra remains the largest acquirer of wholesale access services on a
national basis with a market share of 49.7 per cent. The size of Telstra’s market share differs,
however, between metropolitan and regional areas. In metropolitan areas, Telstra’s market
share is 43 per cent while in regional areas it is around 55 per cent. Despite this, there are
early signs that the regional NBN wholesale market is significantly more competitive than the
legacy copper network, where Telstra has held market shares up around 90 per cent in some
areas due to the high costs of competitive deployment.

RAF RKR
On 16 December 2015, following consultation with reporting carriers, the ACCC amended
the RAF RKR reporting requirements so that Optus and Vodafone are no longer required to
report under this RKR.

139 The ACCC’s notice was sent on 20 October 2015.
140 The ACCC’s notice was sent on 4 July 2016.
141 The reports are available at the following link: https://www.accc.gov.au/regulated-infrastructure/
communications/national-broadband-network-nbn/nbn-wholesale-market-indicators-report/reports.
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Tariff filing

Tariff filing refers to the provision by service providers to the ACCC of certain information
about changes in prices. The ACCC has general telecommunications tariff filing powers and
Telstra-specific tariff filing powers.
The ACCC did not make any general tariff filing directions in 2015–16. Under Part XIB
(Division 4) of the Competition and Consumer Act 2010 (CCA), the ACCC may direct a
carrier or carriage service provider to provide information about charges for specified
carriage services and/or ancillary goods and services, or information about its intentions
regarding those goods or services.
During 2015–16 Telstra complied with the requirements to give the ACCC tariff filing
information. Part XIB (Division 5) of the CCA requires Telstra to provide the ACCC with a
written statement setting out any proposed pricing changes for a basic carriage service at
least seven days before the change occurs.142
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5.3

142 Basic carriage service has the meaning given by s. 174 of the Telecommunications Act 1991, as in force
before 1 July 1997, but does not include a service supplied to an existing carrier.
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6 Access to telecommunications network
services
Key points
•

The ACCC declared a superfast broadband access service, and is undertaking
consultation on access determinations for this service together with a local bitstream
access service.

•

The ACCC commenced an inquiry into whether to declaring a wholesale domestic
roaming service, and whether to continue to declare a wholesale ADSL service.
Decisions on both of these matters are expected in the first half of 2017.

•

The ACCC made access determinations for fixed line services, the mobile terminating
access service and the domestic transmission capacity service. Judicial review was
sought of the fixed line decision, and a judgment is expected in due course.

•

The ACCC also made a determination on non-price terms and conditions relevant to
the fixed line services, domestic transmission capacity service and mobile terminating
access service.

6.1

Overview

This chapter outlines the ACCC’s role in regulating access to telecommunications network
services (other than NBN services) under Part XIC of the Competition and Consumer Act
2010 (CCA). Chapter 7 discusses the ACCC’s role in regulating access to the NBN.
The Part XIC access regime allows the ACCC to declare certain telecommunications services
where it is in the long-term interests of end-users to do so. Once a service is declared,
the ACCC can set regulated terms and conditions of access in an access determination or
binding rule of conduct.
Access regulation is a central component of promoting competition in communications
markets. Our work ensures that service providers have access to infrastructure to supply
competitive communications service to customers, where there are limited incentives for, or
barriers to the development of, infrastructure-based competition.

6.2

Declared services

Only declared telecommunications services are regulated under Part XIC.
A telecommunications service can be declared if:
•

the ACCC declares a service after holding a public inquiry

•

the ACCC accepts a special access undertaking (SAU) for the service, or

•

in the case of a service supplied by NBN Co—NBN Co publishes a standard form of
access agreement (SFAA) relating to access to the service on its website.

Providers of declared services must comply with certain access obligations, including a
requirement to supply the service on request and to provide interconnection with facilities.
There are currently eleven declared services under Part XIC (excluding NBN services).
Table 6.1 describes each of these services.
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Service

Description

Duration

Wholesale ADSL

A point-to-point service that allows access
seekers to provide a broadband ADSL internet
service to a customer using Telstra’s equipment.

14 February 2012 to
13 February 2017

Local carriage service (LCS)

A service that carries local telephone calls from
one end-user to another. Access seekers use the
service to resell local calls.

1 August 2014 to
31 July 2019

Fixed originating access service
(FOAS)

Allows a customer of a retail service provider
that does not have its own fixed line network
to make a telephone call on another service
provider’s network (pre-selection and override).
The FOAS does not include pre-selection and
override services for telephone calls provided
over the NBN.
The FOAS also allows call origination for the
facilitation of special number services including
13/1300 and 1800 numbers.

1 August 2014 to
31 July 2019

Fixed terminating access service
(FTAS)

Allows a customer who is provided a fixed line
1 August 2014 to
phone from one retail service provider to receive 31 July 2019
a call from a person using another service
provider’s network.

Wholesale line rental (WLR)

Allows an access seeker to rent an active copper 1 August 2014 to
line from an access provider and on-sell the
31 July 2019
rented line to customers.
When bundled with other services (such as the
LCS and FOAS pre-selection and override), WLR
allows access seekers to provide customers with
a fixed voice service package to make local,
national, long-distance, international and fixed to
mobile telephone calls.

Line sharing service (LSS)

A service for access to the non-voice frequency
spectrum of unconditioned wire between a
customer and a telephone exchange. It allows
access seekers to provide broadband services
to customers using their own equipment if the
customer has an active voice service. Currently
Telstra is the sole supplier of the LSS to access
seekers.

1 August 2014 to
31 July 2019

Unconditioned local loop service
(ULLS)

A service for access to the unconditioned wire
between a customer and a telephone exchange.
It allows an access seeker to provide voice and
broadband services to customers using their
own equipment.

1 August 2014 to
31 July 2019

Mobile terminating access service
(MTAS)

A service provided by a mobile network operator 1 July 2014 to
to fixed line operators and other mobile network 30 June 2019
operators to connect and terminate a voice call
or an SMS on its mobile network.

Domestic transmission capacity
service (DTCS)

A wholesale only point-to-point high
capacity service used for the transmission of
communications traffic (such as voice, data or
video).
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Table 6.1 Declared services

28 March 2014 to
31 March 2019
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Service

Description

Duration

Local bitstream access service
(LBAS)

A point-to-point superfast carriage service used
to carry communications in digital form between
a point of interconnection and an end customer.
It is a non-NBN fixed network service capable of
offering download speeds of 25 Mbps or more
that was built or extended more than 1 km since
1 January 2011 (unless exempted).

The declaration
took effect on
13 April 2012. It
does not expire.

Superfast broadband access
service (SBAS)

A point-to-point superfast carriage service
29 July 2016 to
used to carry communications in digital form
28 July 2021
between a point of interconnection and an end
customer. It is a non-NBN fixed network service
capable of offering download speeds of 25 Mbps
or more, or a Fibre Access Broadband service
with maximum download speeds of 30 Mbps
or 100 Mbps, that is not captured or is exempt
from the LBAS declaration (unless otherwise
exempted from the SBAS declaration).

6.2.1

Declaration inquiries

The ACCC must undertake a public inquiry before declaring a service, and when deciding
whether to vary or extend declaration of a service. In conducting an inquiry, the ACCC
must consider whether declaration of the service would promote the long term interests of
end-users by:
•

promoting competition in telecommunications markets,

•

achieving any-to-any connectivity (that is, ensuring all consumers can communicate with
each other regardless of their network operator), and

•

encouraging the economically efficient use of, and investment in, infrastructure.

The ACCC undertook three declaration inquiries in 2015–16.

Superfast broadband access service
The ACCC released its final decision on 29 July 2016 to declare a superfast broadband access
service (SBAS).143
The declaration allows retailers to access non-NBN fixed line network services capable of
supporting broadband services with a download data rate of 25 Mbps or more, with the
exception of services that:
•

are captured or exempt from the existing local bitstream access (LBAS) declaration

•

are, or soon will be, subject to other access regulation under Part XIC of the CCA, and

•

are supplied from an access multiplexer within the CBD of a capital city (because these
services face effective infrastructure-based competition).

In summary, the declared SBAS will apply to services supplied on the following networks:
•

Telstra’s FTTP networks in South Brisbane and Velocity estates144

•

iiNet’s VDSL network in the ACT and HFC networks in regional Victoria

•

TPG’s FTTB networks, and

•

other networks that supply superfast carriage services, including superfast broadband
networks that existed before January 2011 (which are not subject to Part 7 of the
Telecommunications Act).

143 ACCC, Superfast broadband access service declaration inquiry, final decision, 2016.
144 Our decision does not require Telstra to undertake any network/system changes to provide access on these
networks, given that they will ultimately be transferred to the NBN.
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The declaration decision promotes competition by allowing more providers to enter retail
superfast broadband markets and by simplifying and clarifying the existing regulations that
apply to superfast broadband services. This will allow all retail providers to compete on
their relative merits on price and non-price terms, particularly where vertically integrated
operators are present, regardless of the technology used, when the network was constructed
or who operates it.
Following the declaration the ACCC progressed to making an access determination for
the service.

Wholesale domestic mobile roaming service
In September 2016 the ACCC commenced an inquiry into whether to declare a wholesale
domestic mobile roaming service. A discussion paper released in October 2016 sought
stakeholder views on a number of issues, including:
•

the current state of competition for mobile services and whether there are barriers to
extending mobile network in regional Australia

•

the possible effect of declaration on competition

•

the extent and nature of investment in mobile networks since the last declaration inquiry
(over 10 years ago)

•

the possible effect of declaration on mobile network operators’ incentives to invest in
extending and improving their networks, and

•

the importance of geographic coverage for consumers and mobile service providers’
ability to compete.145
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The ACCC commenced a public inquiry into whether to declare a superfast broadband
access service given that some fixed line superfast broadband networks are not operated
subject to access regulation, and also in response to recommendations from the Vertigan
Committee’s recommendation that competition issues in the supply of vectored VDSL
services be investigated.

The ACCC is conducting this inquiry to determine whether the difference in the three mobile
networks’ geographic coverage is having a detrimental effect on competition in the market
for mobile services. Declaration would allow a mobile network provider to access another
mobile network to provide services where it does not have its own network. The ACCC
expects to make a final decision in the first half of 2017.

Wholesale ADSL service
During the year the ACCC conducted an inquiry into whether a wholesale ADSL service
should continue to be declared.146 On 14 October 2016 we released a draft decision to
re-declare the wholesale ADSL service for a further five years.147 We expect to make a final
decision in early 2017.
Ongoing regulation of the wholesale ADSL service is important for promoting competition
in broadband markets until the NBN rollout is complete. Declaration will ensure that network
providers can continue to access the service, and encourage Telstra to continue competing in
the retail market by developing and offering different ADSL broadband products to meet the
needs of customers.

145 ACCC, Domestic Mobile Roaming Declaration Inquiry 2016, discussion paper, 2016.
146 The ACCC first declared the wholesale ADSL service in February 2012, and must review that declaration
before it expires in February 2017.
147 ACCC, Wholesale ADSL service declaration inquiry 2016, draft decision, 2016.
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6.2.2

Declaration guidelines

The ACCC published updated guidelines for the Part XIC declaration provisions for
telecommunication services on 11 August 2016.148 The guidelines explain:
•

the processes for declaring a service, including an explanation of the differences between
how a NBN and non-NBN service can be declared, and

•

key concepts the ACCC will apply in considering whether to declare a service, including
the long-term interests of end-users test.

The updated guidelines also provide recent examples to illustrate how the ACCC will
generally consider issues in deciding whether to declare a service. The guidelines update
those originally published in July 1999 and reflect legislative amendments to Part XIC.

6.3

Access determinations

Under Part XIC parties are free to negotiate the terms and conditions of access to declared
services. Where parties are unable to agree on the terms and conditions of access, an
access seeker can rely on the regulated terms set by the ACCC in an access determination.
An access determination contains a base set of price and non-price terms and conditions
of access to a declared service. Where there are inconsistencies between a commercial
agreement (access agreement) and an access determination, the terms and conditions in the
access agreement will prevail over the regulated terms and conditions set by the ACCC.
The ACCC must undertake a public consultation process (inquiry) before making a final
access determination (FAD).

6.3.1

Final Access Determination inquiries

Fixed line services
On 9 October 2015, the ACCC completed its FAD for the seven declared fixed line services.149
The FAD required a one-off 9.4 per cent decrease in the prices of the fixed line services to be
implemented from 1 November 2015, to apply until 30 June 2019.
In its decision, the ACCC decided that the costs associated with the loss of economies of
scale that will occur as a result of the NBN migration should not be reflected in regulated
revenues or charges. The ACCC considers that such costs should not be borne by users of
the fixed line network yet to be migrated to the NBN. These users have not caused these
costs, and Telstra has been provided with an opportunity to ensure that it was compensated
for such costs under its commercial agreements with NBN Co. Further, Telstra is receiving
ongoing replacement revenues which represent an avenue for the recovery of these costs.
On 5 November 2015, Telstra applied to the Federal Court for judicial review of the ACCC’s
decision. Optus, TPG, Macquarie Telecom, Telcoinabox, and Symbio joined the proceedings
as second to sixth respondents respectively.
The hearing was held on 3–4 March 2016. At the time of writing, the court is yet to deliver
its judgment.

Domestic transmission capacity service
On 21 April 2016, the ACCC made the FAD for the domestic transmission capacity service
(DTCS).150 The FAD provides for DTCS pricing that is significantly lower than the previous
2012 FAD prices, particularly on regional routes. This reflects the downward trend in
148 ACCC, Guideline for Part XIC declaration provisions for telecommunication services, 11 August 2016.
149 ACCC, Fixed line services FAD inquiry 2013, final decision, 2015.
150 ACCC, Domestic transmission capacity service final access determination inquiry 2014, final decision, 2016.
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Transmission, often referred to as backhaul, is a high capacity wholesale service used by
telecommunications companies to carry large volumes of data between locations where they
do not have their own infrastructure. The DTCS is the regulated transmission service. The
ACCC regulates transmission on routes in regional areas and outer metropolitan areas where
there is insufficient competition.

Case study: Benchmarking in the DTCS FAD inquiry
Following industry consultation, the ACCC decided to continue using a domestic
benchmarking approach to determine DTCS prices. Under the domestic benchmarking
approach, transmission prices on competitive routes are used to determine prices that
would be expected for regulated routes if these routes were priced competitively by
the market.
In early 2015, the ACCC collected confidential wholesale pricing information from DTCS
providers for the purposes of the benchmarking. The ACCC also engaged a consultant,
Economic Insights, to develop the regression model based on the pricing data to estimate
competitive benchmark-based prices on regulated routes.
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commercial transmission prices in recent years. Lower prices should encourage competition
in downstream retail markets (such as for residential and business broadband services), put
more downward pressure on wholesale transmission prices (particularly in regional areas),
and encourage the development of new and innovative services.

Extensive consultation with stakeholders, including with experts engaged by stakeholders,
guided the development of the modelling. This resulted in a transparent and collaborative
process with a high level of stakeholder involvement and the deployment of a robust and
well-founded pricing model.

Mobile termination access service
On 24 August 2015, the ACCC made a FAD for the mobile terminating access service
(MTAS).151 This relates to the price that mobile network operators should charge each other
and fixed line network operators for receiving calls on their mobile network. The ACCC also
for the first time set a price for mobile operators to charge to receive an SMS.
The FAD reduced the costs of terminating mobile calls on Australian networks from
3.6 cents per minute to 1.7 cents per minute. It also set a price for the SMS termination
rate at 0.03 cents per SMS, which is well below commercial rates. The ACCC expects these
savings to be passed onto consumers through either lower charges or improved call and SMS
inclusions in retail plans. The ACCC also expects that the regulated charges should promote
competition in downstream markets.

Non price terms and conditions and supplementary pricing issues
On 24 August 2015, the ACCC released its final decision on the non-price terms and
conditions (NPTCs), and supplementary pricing issues for the abovementioned declared
services, namely the DTCS, fixed line services and the MTAS.152 The ACCC conducted a
combined consultation process on these matters given the number of interrelated issues.
The NPTCs for each declared service were confirmed when the Final Access Determination
was made for each declared service.
Providing a set of non-price terms and conditions for each declared service promotes the
long term interests of end-users by providing parties a fall-back position if they cannot agree
commercial terms of access.

151 ACCC, Mobile terminating access service FAD inquiry 2014, final decision, 2015.
152 ACCC, FAD inquiries—Non-price terms & conditions & supplementary prices, final report, 2015.
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Superfast broadband service and local bitstream access service
The ACCC commenced a FAD inquiry for the superfast broadband access service (SBAS),
combining it with the existing FAD inquiry for the local bitstream access service. This joint
approach recognises the similar characteristics of the services, and the likelihood that similar
matters will be investigated during consultation.
We released a discussion paper for the combined SBAS/LBAS FAD inquiry in
September 2016.153
In the interim, an existing access determination applying to suppliers of an LBAS continues to
apply. The ACCC issued an interim access determination (IAD) for the SBAS on 29 July 2016,
which set price and non-price terms and conditions to apply for 12 months while the ACCC
completes its FAD inquiry. Prices in the IAD are benchmarked to existing regulated prices
for similar superfast broadband services on the NBN and other networks. The ACCC made a
number of exemptions to the access obligations for the period of the IAD, specifically:
•

for all providers with less than 20 000 SBAS and/or LBAS end customers from all access
obligations for the period of the IAD (the ACCC will consider the compliance costs for
small operators as part of its inquiry), and

•

for TPG’s TransACT VDSL network in the ACT, and HFC networks in regional Victoria. This
exemption provides a transitional period for TPG to make the necessary system changes
to provide an SBAS on these networks.

We consider that imposing the IAD will promote the Long Term Interests of End Users by
setting prices for the SBAS that more closely reflect the prices currently charged for similar
declared services on other superfast broadband networks. Imposing charges consistent with
the IAD is likely to bring prices closer to their underlying efficient cost.
We are continuing to engage with stakeholders and consider their feedback, and expect to
make a final decision on both FADs in the first half of 2017.

6.4

Binding rules of conduct

The ACCC did not make any binding rules of conduct (BROCs) in 2015–16.
Under s. 152BD of the CCA, the ACCC can, where it considers there is an urgent need to
do so, make a BROC. BROCs can specify any or all the terms and conditions of supply for
access to a declared service, or the manner in which a carrier or carriage service provider
(CSP) must comply with any or all the standard access obligations. The maximum duration of
a BROC is 12 months.

153 ACCC, SBAS Final Access Determination Inquiry 2016, discussion paper, 2016.
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Key points
•

The ACCC commenced assessment of a proposed variation to NBN Co’s Special
Access Undertaking (SAU). The variation is largely aimed at updating the SAU to
include references to the technologies incorporated in the multi-technology mix NBN.

•

The ACCC carried out functions under the SAU, including making a determination
on NBN Co’s long-term revenue constraint methodology, and approving the
re‑appointment of NBN Co’s dispute resolution advisor and pool members.

•

The ACCC conducted three investigations into the ‘level-playing field’ arrangements for
superfast networks.

7.1

Overview

This chapter outlines the ACCC’s role in regulating access to services provided over the NBN.
The Telecommunications Act and Part XIC of the CCA set out the legislative basis for access
to these services, while NBN Co’s Special Access Undertaking (SAU) is another key part of
the framework. The chapter also discusses our role in monitoring compliance by NBN Co and
superfast network providers with the rules about non-discrimination and the level playing
field provisions.

7.2
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7 National Broadband Network

Regulation of NBN services

NBN services can be declared in three ways:
•

NBN Co can provide the ACCC with a SAU

•

NBN Co can publish a standard form of access agreement (SFAA), or

•

the ACCC can declare an NBN service following a public inquiry.

Once an NBN service is declared, NBN Co is required to supply the declared service if
requested by a service provider and to permit interconnection of facilities.154 The ACCC
accepted an SAU from NBN Co on 13 December 2013. The SAU establishes principles for
regulating access to the NBN until June 2040. It includes the framework for determining
prices and other terms upon which NBN Co will supply services to telecommunications
companies over the NBN.

7.2.1

NBN Co Special Access Undertaking variation

NBN Co lodged a proposed variation to its SAU with the ACCC on 27 May 2016. The main
purpose of the variation is to update the SAU to incorporate fibre-to-the-node (FTTN), fibreto-the-basement (FTTB) and hybrid fibre-coaxial (HFC) technologies. NBN Co also proposed
amendments to:
•

insert new provisions that apply to FTTN and FTTB services while these services ‘co-exist’
with Telstra copper services or where remediation is required

•

update NBN Co’s commitments to provide rollout progress information to access
seekers, and

•

make other minor changes.

The ACCC has consulted with stakeholders on the proposed variation and expects to publish
a draft decision on whether to accept or reject it in early 2017.
154 See s. 152AXB of the CCA.
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7.2.2

Special Access Undertaking implementation

The ACCC has ongoing functions under the SAU, and this year, we approved the
following matters:
•

NBN Co’s 2014–15 long term revenue constraint methodology (LTRCM) proposal, and

•

NBN Co’s appointment of a dispute resolution advisor and dispute resolution
pool members.

Long term revenue constraint determination
The ACCC issued an LTRCM determination in June 2016 covering the 2014–15 financial
year.155 Under the SAU the ACCC must make annual determinations to specify the amount of
revenue that NBN Co is allowed to earn for each financial year until 30 June 2023. The LTRCM
provides NBN Co with the ability to recover its prudent and efficient costs of supply over the
term of the SAU.
For the 2014–15 determination, the ACCC was satisfied that NBN Co had procedures and
processes in place to enable compliance with the prudency conditions and procurement
rules set by the SAU. The ACCC was also satisfied that during the 2014–15 financial year,
NBN Co’s prices had not exceeded the maximum regulated prices set by the SAU.
We are currently assessing NBN Co’s proposed LTRCM for 2015–16 and expect to publish a
draft decision in early 2017.

Re-appointment of dispute resolution advisor and pool members
During 2016 the ACCC approved NBN Co’s proposal to re-appoint its current Resolution
Advisor. The ACCC also approved the proposal to re-appoint 12 of NBN Co’s dispute
resolution pool members for another two year term.156

7.3

Points of interconnection

An NBN point of interconnection (POI) is the physical location that allows retail service
providers and wholesale service providers to connect to the NBN. In 2012 the ACCC
published a list of POIs under s. 151DB of the CCA, which is available on our website.157
As of October 2014, all 121 permanent POIs were active and ready for interconnection. As
of September 2016, there were at least four NBN wholesale access seekers present at 118 of
the 121 POIs acquiring CVC capacity from NBN Co.158
NBN services are being provided through the 121 listed POIs and the five temporary POIs,
which NBN Co established on an interim basis to facilitate the early rollout of the NBN.
Currently, NBN Co is migrating existing users from the temporary, to the permanent, POIs,
and expects to complete this process by December 2018.159

155 ACCC, NBN Co Special Access Undertaking, final determination, 2016.
156 ACCC, NBN Co—Special Access Undertaking, Dispute resolution arrangements, 2016, available at: http://
www.accc.gov.au/regulated-infrastructure/communications/national-broadband-network-nbn/nbn-cospecial-access-undertaking/dispute-resolution-arrangements.
157 ACCC, NBN Points of Interconnect POIs, 2012, available at: https://www.accc.gov.au/regulatedinfrastructure/communications/national-broadband-network-nbn/nbn-points-of-interconnect-pois/final-listof-pois.
158 ACCC, NBN Wholesale Market Indicators Report 30 June 2016, available at: http://www.accc.gov.au/
regulated-infrastructure/communications/national-broadband-network-nbn/nbn-wholesale-marketindicators-report/reports.
159 NBN, Product Roadmap, available at: http://www.nbnco.com.au/content/dam/nbnco/documents/
Integrated-Product-Roadmap.pdf.
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Non-discrimination provisions

NBN Co and providers of layer 2 bitstream services over designated superfast
telecommunications networks are subject to certain non-discrimination obligations. In
general, these providers must not discriminate:
•

between access seekers in complying with their standard access obligations

•

between access seekers in the carrying on of activities related to the supply of declared
services, and

•

in favour of themselves in the supply of declared services.160

The ACCC has a role in enforcing the non-discrimination provisions under both the CCA and
the Telecommunications Act 1997. The ACCC can seek orders from the Federal Court under
s. 152BB(1AA) of Part XIC of the CCA.
The ACCC did not receive any complaints in relation to the non-discrimination provision in
2015–16 that warranted investigation.

7.4.1

Statements of difference

The ACCC must maintain a register of statements setting out the differences between:
•

individual access agreements and any SFAA, SAU or access determinations relating to
NBN Co, and

•

individual access agreements, and an SAU or an access determination regarding the local
bitstream access service.
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7.4

The intent of the registers is to allow access seekers to identify any different terms or
conditions that might be available from their network access provider. The ACCC also
uses the registers to identify potential contraventions of the non-discrimination provisions.
The registers of the statements of differences are available on the ACCC website.161
The ACCC did not publish any statements of differences in 2015–16.

7.5

Level playing field provisions

Non-NBN networks capable of supplying a superfast carriage service, wholly or principally to
residential or small business customers, must not be used unless:
•

a layer 2 bitstream service is available for supply, and

•

services supplied on the network are supplied on a wholesale-only basis.

These provisions only apply to services supplied over superfast networks built, extended,
altered or upgraded since 1 January 2011. The provisions do not apply to services provided
over wireless, satellite or NBN networks. There are also a number of statutory and Ministerial
exemptions from the level playing field provisions. The intent of these ‘level playing field’
provisions is to ensure that non-NBN networks capable of supplying a superfast carriage
service operate on a similar basis to NBN networks.162
In 2015–16, the ACCC conducted three investigations regarding compliance with the level
playing field provisions.

160 Sections 152ARA and 152AXC of the CCA.
161 ACCC, Non-discrimination under Part XIC, available at: https://www.accc.gov.au/regulated-infrastructure/
communications/national-broadband-network-nbn/non-discrimination-under-part-xic/guideline#publicregisters
162 The level playing field provisions are set out in Parts 7 and 8 of the Telecommunications Act 1997.
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8 Telstra’s structural separation and other
Telecommunications Act provisions
Key points
•

The ACCC continues to monitor and report on Telstra’s compliance with its Structural
Separation Undertaking (SSU). This included overseeing Telstra’s IT systems
remediation project to address concerns about disclosure of wholesale customer
information to Telstra’s retail business units.

•

The ACCC approved Telstra’s proposed variations to its Migration Plan. The
amendments which reflected improvements to migration arrangements informed by
Telstra and NBN Co’s experience to date migrating end-users to the NBN.

•

The ACCC also approved ‘replacement required measures’ on customer disconnection
under Telstra’s migration plan.

8.1

Overview

This chapter outlines the ACCC’s powers and functions exercised under the
Telecommunications Act 1997. Our main activities for 2015–16 include:
•

monitoring Telstra’s compliance with its Structural Separation Undertaking (SSU) and
migration plan, and responding to breaches with appropriate remedies

•

approving variations to Telstra’s migration plan and considering Telstra’s Replacement
Required Measures developed under the migration plan, and

•

regulating access to telecommunications facilities.

8.2

Structural Separation of Telstra

Telstra’s SSU implements structural separation of Telstra through the migration of end-users
to the NBN. The SSU outlines how Telstra will progressively stop supplying telephone and
broadband services over its copper and HFC networks and commence supplying these
services over the NBN.
To promote competition until the NBN is completed, the SSU contains interim equivalence
and transparency measures, which require Telstra to supply regulated services to its
wholesale customers and own retail business units on equivalent terms. These measures also
require Telstra to identify and take steps to address any instance of non-equivalence.

8.2.1

Telstra’s compliance with the Structural Separation Undertaking

Each year, the ACCC monitors and reports to the Minister for Communications on any
breaches of the SSU by Telstra. During the year, we provided the Minister with our report for
the 2014–15 year, which the Minister tabled in Parliament in April 2016.163 We are currently
finalising the 2015–16 report.

163 ACCC, Telstra’s Structural Separation Undertaking—Annual Compliance Report 2014–15, 2016, available
at: http://www.accc.gov.au/publications/telstras-structural-separation-undertaking/telstras-structuralseparation-undertaking-2014–15.
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•

protect confidential or commercially sensitive wholesale customer information that it
receives in the course of supplying regulated services from being disclosed to its Retail
Business Units

•

maintain operational and organisational separation of its wholesale, retail and network
services businesses

•

comply with some reporting requirements that are designed to promote transparency,
and

•

block service orders or other requests from being processed, as required to promote
migration to the NBN and to realise structural reform.

Telstra undertook a review and remediation of its IT systems to address issues of information
disclosure, as described in the case study.

Case study: Telstra’s IT systems remediation project
The ACCC has overseen Telstra’s wide-ranging project to address information security
issues that were identified in a number of its legacy IT systems. These issues were first selfreported by Telstra in mid-2012 and relate to Telstra’s obligation to prevent unauthorised
disclosure of confidential or commercially sensitive wholesale customer information.
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The 2014–15 report showed a reduction in the number of breaches reported by Telstra from
the previous year. The small number of compliance issues related to instances where Telstra
breached its commitments to:

Telstra advised in March 2015 that it had completed its IT systems remediation project.
The ACCC engaged Ovum as an expert consultant to conduct a thorough review of
Telstra’s remediation efforts and to confirm the results. Ovum initially reviewed a sample
of IT systems that Telstra had remediated as part of the project. While Ovum was satisfied
with the inquiries it was able to make into these systems, it identified some minor
remaining information security issues within some of the sampled systems. This led to
Telstra subsequently conducting a further ‘due diligence’ review of its remediation project.
This review adopted a more rigorous approach to testing the IT systems and identified a
small number of additional issues to be remediated.
In early 2016, Ovum reached a conclusion that, despite the emergence of a small number
of outstanding issues, Telstra’s approach to remediation was appropriate considering the
project’s scale.164
In August 2016, Telstra advised that all tasks associated with the remediation project were
complete. The ACCC is satisfied that Telstra’s SSU reporting measures can be relied on to
identify any further information security issues, should they arise.165

8.2.2

Reporting obligations under the SSU

Telstra has reporting obligations under the SSU that require it to provide the ACCC with
financial reports from the Telstra Economic Model (TEM).166 The TEM is Telstra’s internal
financial reporting management system used in its day to day business, and it relies on the
same financial accounts that Telstra uses for its public reporting.

164 ACCC, Telstra’s Structural Separation Undertaking—Review of Telstra’s Information Security Remediation
Program—Executive Summary—February 2016, available at: https://www.accc.gov.au/system/files/
Review%20of%20Telstra%E2%80%99s%20Information%20Security%20Remediation%20Program%20-%20
Executive%20Summary%20-%20February%202016.pdf
165 Further information can be found at the following link: https://www.accc.gov.au/regulated-infrastructure/
communications/industry-reform/telstras-structural-separation-undertaking/telstra-completion-of-itsystems-remediation-program.
166 Clause 18 and schedule 9 of the SSU.
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During the year the ACCC published the following TEM reports provided by Telstra:
•

annual and half-yearly TEM public reports

•

quarterly TEM internal and external wholesale prices reports, and

•

quarterly TEM substantiation reports.167

The TEM reports detail Telstra’s costs, revenues and demand, as well as compare internal
and external wholesale prices. They are used by the ACCC to assess the extent to which
price equivalence has been achieved between Telstra’s wholesale customers and its own
retail business units. In July 2016, the ACCC commenced publishing a time series comprising
internal and wholesale price data taken from the TEM reports.168 Data from the TEM reports
was also used earlier in this report to demonstrate the long term trend of declining demand
for legacy fixed line services over the past two years.

8.2.3

Variations to the migration plan

In July 2016, the ACCC approved Telstra’s proposed variation to its migration plan.169
The migration plan outlines how Telstra will progressively migrate voice and broadband
services from its copper and HFC networks to the NBN as the new network is rolled out.
Telstra’s proposed variation to the plan (submitted to the ACCC in May 2016) sought
to improve existing arrangements following Telstra and NBN Co’s experience migrating
end‑users to the multi-technology mix (MTM) NBN. The changes include:
•

providing additional time for connecting premises with an NBN order before mandatory
disconnection occurs

•

amending the regime for disconnecting Special Services (business grade services) to
accommodate the move to a MTM NBN, and

•

formalising several interim arrangements that were previously subject to ACCC
forbearance where Telstra and NBN Co identified the need for additional flexibility to
ensure service continuity for end-users.

The ACCC considered that the proposed variation reflected improvements to the migration
process and provided greater assurance to end-users that they will not prematurely lose their
voice and broadband services during migration to the NBN, provided they have submitted an
NBN order.

8.2.4

Replacement required measures

Telstra’s migration plan requires Telstra to develop, and provide to the ACCC, six ‘required
measures’ that relate to the operating processes it will follow when disconnecting customers
from its copper and HFC networks.

167 ACCC, TEM reports, available at: https://www.accc.gov.au/regulated-infrastructure/communications/
monitoring-reporting/telecommunications-reports-record-keeping-rules/telstra-ssu-migration-planreporting/tem-reports.
168 ibid.
169 ACCC, Telstra’s Migration Plan—Variation to the Migration Plan Approved, available at: https://www.accc.
gov.au/regulated-infrastructure/communications/industry-reform/telstras-migration-plan/variation-to-themigration-plan-approved.
The ACCC’s mandate was limited to approving the proposed variation (if it was consistent with the Migration
Plan Principles) or refusing to approved the proposed variation (if it was not consistent with the Migration
Plan Principles).
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8.3

Other activities under the Telecommunications Act

8.3.1

Access to facilities

Under the Telecommunications Act access providers must give other communications
providers access to certain telecommunications facilities for them to install their
own equipment.
During 2015–16, the ACCC considered issues related to facility access (including pricing)
as part of the mobile terminating access service (MTAS), fixed line services and domestic
transmission capacity service (DTCS) final access determination (FAD) public inquiries
(see chapter 6).

Access disputes
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During January 2016 Telstra provided the ACCC with measures to replace existing required
measures 1 to 4.170 The ‘replacement required measures’ facilitate a move to the MTM NBN
and incorporate some updated disconnection processes. The ACCC took the view that the
replacement required measures were consistent with the Migration Plan Principles, having
considered the measures and feedback from Telstra’s wholesale customers and NBN Co, and
as such the ACCC did not object to their implementation.171

The ACCC did not arbitrate any access disputes in 2015–16.
While the ACCC no longer has an arbitration role under the CCA, the ACCC continues to
have a role arbitrating disputes under the Telecommunications Act where the parties fail to
agree on the appointment of an arbitrator. The ACCC can arbitrate disputes about access
to certain facilities, the provision of pre-selection and number portability. The ACCC has
also made a code relating to access to certain telecommunications facilities under the
Telecommunications Act.172

8.3.2

Numbering Plan

The ACCC is a member of the ACMA’s Numbering Advisory Committee and actively engages
with the ACMA about numbering issues. The ACMA is responsible for developing and
administering a numbering plan, which may include rules about number portability. The
numbering plan sets out the framework for the numbering of carriage services in Australia
and the use of numbers in connection with the supply of these services.173

Number portability
During 2015–16 the ACCC did not give the ACMA any directions on number portability.
Number portability allows consumers to change their service provider and retain the
same telephone number. The ACMA can only include rules about number portability in
the numbering plan if directed to do so by the ACCC. Any rules the ACMA includes about
number portability must be consistent with ACCC directions. The ACCC has previously
directed the ACMA to include rules in the numbering plan regarding local number

170 ACCC, Telstra’s Migration Plan—Final replacement required measures 1, 2, 3 and 4, 27 January 2016, available
at: https://www.accc.gov.au/regulated-infrastructure/communications/industry-reform/telstras-migrationplan/final-replacement-required-measures-1–2-3-and-4.
171 The ACCC is not required to approve the replacement required measures but can object if they do not
comply with the Migration Plan Principles.
172 ACCC, Facilities Access Code, final decision, 2013.
173 Part 22, Division 2 of the Telecommunications Act.

75

Competition in the Australian telecommunications sector

76

portability, freephone and local rate number portability, and mobile number portability.
The ACMA’s Numbering Plan 2015 includes rules consistent with the ACCC’s number
portability directions.

8.3.3

Report on international rules of conduct

The ACCC did not conduct any investigations into unacceptable conduct by an international
carrier during 2015–16.
Division 3 of Part 20 of the Telecommunications Act sets out a mechanism for the
government to deal with unacceptable conduct by international operators. An international
telecommunications operator is considered to be engaging in unacceptable conduct if it:
•

uses its market power in a manner that is, or is likely to be, contrary to the
national interest

•

uses any legal rights or legal status that it has as a result of foreign laws in a manner that
is, or is likely to be, contrary to the national interest, and

•

engages in any other conduct in a manner that is, or is likely to be, contrary to the
national interest.

The Minister is empowered by the Act to make rules of conduct to prevent, mitigate or
remedy any unacceptable conduct by an international telecommunications operator.
The Minister introduced such rules in 1997, which:
•

authorise the ACCC to make determinations of a legislative nature, imposing
requirements, prohibitions or restrictions on carriers or carriage service providers

•

authorise the ACCC to give directions to carriers or carriage service providers of an
administrative nature that impose requirements, prohibitions or restrictions

•

require carriers and carriage service providers to comply with ACCC determinations and
administrative directions, and

•

authorise the ACCC to make information available to the public, a specified class of
persons or a specified person.

Price changes for telecommunications
services in Australia
Report to the Minister for Communications and the Arts
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digital subscriber line access multiplexer

DTCS

domestic transmission capacity service

FAD

final access determination

NBN

National Broadband Network

PSTN

public switched telephone network

SIOs

services in operation

VoIP

voice over internet protocol

Key findings
•

Overall prices paid for telecommunications services fell in real terms by 1.5 per cent
in 2015–16. This is larger than the 0.5 per cent decrease that occurred in 2014–15, but
smaller than decreases recorded in the past 10 years, which averaged 3.1 per cent.

•

Fixed line voice service prices fell by 7.5 per cent. Lower prices for public switched
telephone network (PSTN) basic access (line rental) for residential customers, and lower
prices for PSTN fixed-to-mobile calls for both residential and business customers drove
this decline.
–– Fixed line voice service prices continue to be driven largely by PSTN services,
as voice over internet protocol (VoIP) services represent only 8 per cent of fixed
line voice service revenue. This share, however, is increasing rapidly as the NBN
continues to roll out.

•

Mobile prices decreased by 1.8 per cent, while mobile data inclusions increased
substantially.
–– Prices decreased in real terms for both post-paid mobile services (0.8 per cent)
and prepaid mobile services (6.1 per cent).
–– These price decreases were accompanied by significant increases in data
inclusions for both post-paid and prepaid services, by an average of 30 per cent
and 44 per cent, respectively.

•

Internet service prices increased in real terms by 2.7 per cent. At the same time,
however, internet data inclusions increased considerably. Changes in prices paid by
consumers of wireless broadband and NBN services were the main drivers of the
movement in the internet price index.
–– Prices paid for DSL and cable services fell in real terms by 0.7 and 0.1 per cent,
respectively. At the same time, data inclusions for these services increased by
32 and 19 per cent, respectively.
–– Prices paid for wireless and NBN internet services increased by 6.4 per cent
and 4.4 per cent, respectively. This reflects increases in monthly bills for higher
spending consumers of both services, and increases in prices for entry-level
NBN plans by some providers.
–– Data inclusions for wireless and NBN internet services increased on average
by 91 per cent and 75 per cent, respectively. While consumers are on average
paying more for these services, the amount of data included has increased at a
much higher rate.
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1 Summary

The ACCC is required to report each year to the Minister for Communications on prices paid
by Australian consumers for telecommunications services.1
The ACCC fulfils this requirement by reporting on how real prices paid have changed for
Australian consumers of fixed line voice, mobile and internet services. The ACCC’s approach
involves calculating a telecommunications service index, which is comprised of the following
sub-indices:
•

The fixed line voice index is a measure of real changes in prices paid for fixed line voice
services supplied using the public switched telephone network (PSTN) and voice over
internet protocol (VoIP) technology.

•

The mobile services index is a measure of real changes in prices paid for both prepaid and
post-paid mobile services.

•

The internet services index is a measure of real changes in prices paid for DSL, cable,
wireless broadband and NBN internet services.

1

Section 151CM (1)(a) of the Competition and Consumer Act 2010.
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Given the inflation rate of 1 per cent for the 2015–16 financial year, the relationship between
annual changes in the indices and nominal prices is as follows:
•

A real decrease in prices indicates a decrease in nominal prices, or an increase in nominal
prices of up to 1 per cent.

•

A real increase in prices indicates a nominal increase in prices of more than 1 per cent.2

The indices used in this report offer an approximation of changes in prices paid, and
references in this report to changes in prices are references to changes in these indices.
The overall value to consumers of the services they purchase will also depend on non-price
factors, such as the inclusions or conditions of product bundles and plans.
The ACCC is publishing this report at a time of structural and technological transition in the
telecommunications industry. In this environment, consumer preferences are changing rapidly
and, in response, service providers are increasingly competing on factors other than price,
such as broadband speeds and data inclusions.
In light of these developments, the ACCC is currently reviewing its approach to reporting
changes in prices paid for telecommunications services. The ACCC is assessing the current
methodology (see appendix B for more detail) in terms of how effectively it fulfils the
requirement to report to the Minister on changes in prices paid, taking into account such
non-price product features. Any changes to the current methodology will be reflected in
future reports.

1.1

Overall real prices fell in 2015–16

Prices for telecommunications services fell overall in real terms by 1.5 per cent in 2015–16,
meaning that telecommunications services have become cheaper over the past year
compared to other goods and services. This fall in real prices is relatively small compared to
decreases recorded in recent years, which have averaged 3.1 per cent (see table 1.1).
Figure 1.1

The telecommunications services index, 2006–07 to 2015–163

Index (base year is 2006–07)
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Lower prices overall are a positive outcome for consumers of telecommunications services.
However, movements in price have not been uniform across services and customer groups.
Price movements have differed between fixed line voice, mobile and internet services and the
effect on individual consumers will depend on their particular basket of services.
2
3
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Further details on inflation and real prices are discussed in appendix B.
The telecommunications services index was re-based in 2006–07 following the addition of internet services.
Since that time, the index has declined by 24.5 per cent.

Price movements differed between services

In 2015–16, price movements varied across the three main service categories. For instance,
a small real decrease in price occurred for both post-paid mobile services and for DSL
internet services. However, there was a larger increase in prices for wireless internet services.
Therefore, depending on which combination of services consumers purchased, individual
consumers could have had very different experiences of the price changes in 2015–16, even
though service prices fell overall.
Table 1.1

Real price changes for components of the telecommunications services index
YoY %
change in
2015–16

Sub-index
weight
(2015–16)

Av. Annual %
change since
base year

% change
since
2012–13

Base year

Overall telecommunications services

–1.5

n/a

–3.1

–4.6

2006–07

Fixed line voice services

–7.5

16.7

–4.3

–13.8

1997–98

PSTN

–7.7

15.4

–4.3

–13.8

1997–98

VoIP

–4.0

1.3

–4.9

–14.0

2012–13

–1.8

54.5

–4.2

–3.6

1997–98

Mobile services
Post-paid services

–0.8

44.4

–2.1

–2.4

2006–07

Prepaid mobile services

–6.1

10.0

–4.5

–8.8

2006–07

2.7

28.8

–2.7

–0.8

2006–07

6.4

12.0

–4.0

4.0

2007–08

DSL services

–0.7

11.8

–2.6

–4.4

2006–07

Cable services

–0.1

2.8

–1.8

–5.6

2006–07

4.4

2.2

1.8

5.4

2012–13

Internet services
Wireless services

NBN internet services
Note:
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1.2

The sub-index weight is based on each service’s share of the revenue for the relevant sub‑index—
fixed line voice services, mobile services and internet services.

The contribution that each service type makes to the movement in the overall
telecommunications services index is shown in figure 1.2. Once each service price movements
were weighted by their share of total revenue, the increase in prices for internet services is
more than offset by the decrease in prices for both fixed-voice and mobile services.
Figure 1.2

Points contribution of the fixed line voice, mobile and internet services indices
to the movement in the telecommunications services index, 2015–164

Fixed-voice services –1.3

Mobile services

–1.0

Internet services

All telecommunications services

0.8

–1.5

–1.5

–1.0

–0.5

0.0

0.5

1.0

Points contribution
Note:
4

Changes in price for each service are weighted for their share of revenue.

The sum of the components’ points contribution may not add up to the net index change due to rounding.
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1.3

Fixed-voice prices remain driven by PSTN services

Real prices decreased for fixed line voice services overall, and for both PSTN and VoIP
services. However, the price decrease for fixed line voice was mainly driven by the fall in
prices for residential consumers; business consumers experienced only a slight decrease in
real prices.
In 2015–16, PSTN services accounted for the vast majority (87.6 per cent) of all fixed line
voice services, including VoIP. While this is a significantly smaller proportion than in 2014–15
(96.4 per cent), and will decline further over time as take up of NBN voice services increases,
it remains the case that price changes for fixed line voice services are mainly driven by
PSTN services.
More specifically, in 2015–16, the decline in the fixed line voice services index was driven
by declining prices for basic access PSTN services for residential customers. Real prices for
national long-distance and international calls reverted to their long-term decline after price
increases in 2014–15. Prices for fixed-to-mobile calls also fell. Prices for local calls, on the
other hand, increased for the second consecutive year.
These movements are partly explained by methodological issues. The yield method of
measuring price changes, which is used to approximate changes in prices paid for fixed
line services in this report, is particularly sensitive to movements in consumer demand.5
In addition, the call revenue data reported to the ACCC by service providers is generally not
derived directly from call usage data. Rather, when reporting to the ACCC, service providers
employ their own method to allocate revenue between fixed line voice services. This approach
has a potential consequence that changes in consumer demand may exaggerate observed
changes in the revenue yield.6
Significantly, the quantity of basic access services and call minutes decreased in 2015–16,
while respective revenues decreased proportionally more. This explains much of the real price
decrease observed for basic access and national, international and fixed-to-mobile calls in
2015–16. However, at the same time, the number of local calls fell proportionally more than
revenue attributed to local calls; hence inferring a price increase for local calls.

1.4

Prices decreased for mobile services while data
inclusions increased

In 2015–16, prices for mobile services decreased in real terms by 1.8 per cent, mostly due to
the real decrease in prices for post-paid services. Revenues generated by post-paid services
comprise a much larger share of total mobile revenues than prepaid services (table 1.1).
Consequently, when weighted by revenue share, the real price decline of 6.1 per cent for
prepaid mobile services contributes less to the overall change in the mobile services index
than the 0.8 fall in prices for post-paid mobile services. The real price decreases for post-paid
services were evenly spread across consumers of all spending categories.
The price decreases for both post-paid and prepaid services were accompanied by increases
in data inclusions of 30 and 44 per cent on average for these services, respectively. Therefore,
given these price decreases and simultaneous increases in data inclusions, many consumers
of mobile services are likely to be better off.

5

6
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As discussed in appendix B, in the yield method, price is estimated as the ratio between revenue and quantity,
where quantity is comprised of either the number of SIOs, number of calls made or the number of call
minutes.
Fixed line service providers use revenue data from various plans or bundles and attribute them to specific
service or call types. The attribution is based on set prices and values and does not consider call usage
data. As such, when consumer usage of specific call types falls, this may not be reflected in the associated
revenues, and hence an increase in yield is observed.

NBN and wireless broadband prices increased while
data inclusions increased significantly

The internet services index increased by 2.7 per cent in real terms over 2015−16. While prices
decreased slightly for DSL and cable services, this was more than offset by larger increases in
the price indices of NBN and wireless broadband services.
Prices were relatively stable for both NBN and wireless services for average spending
consumer groups, even falling for ‘very low’ spending wireless consumers. However, due
to observed increases in average monthly bills for higher spending wireless consumers,
the representative price point for these consumer groups has increased. This has, in turn,
contributed to an increase in the wireless component of the internet price index. Also
contributing to this is an increase in the price of entry-level NBN plans by some carriers, which
has caused an increase in average prices paid for NBN services.
However, this does not reflect the experience of all consumers. While some providers have
discontinued their lower-priced basic NBN plans, there is still a range of options available to
consumers who want basic NBN connectivity or who do not wish to purchase plans with high
speeds and large data inclusions.
The increase in the internet price index has been accompanied by an increase in data
inclusions of 21 per cent on average across all service types. Data inclusions for NBN and
wireless services—which have driven the increase in the internet services index—have
increased substantially, at 75 and 91 per cent respectively.

Price changes for telecommunications services in Australia

1.5

Despite a divergence of price movements across the various internet service types, many
end-users benefited from either reduced real prices, significantly larger data inclusions,
or both.
The concurrent increase in prices paid for, and data included under, wireless and NBN internet
services suggests that some consumers are paying more to get more. In particular, it appears
that higher spending consumers are increasing their spending in return for more data. This
contrasts with mobile services, where consumers are on average paying less while getting
more data, and again with fixed line voice services, where consumers are paying significantly
less while receiving what is essentially the same service. Depending on the combination of
services purchased, the experience of individual consumers may vary significantly. Some
consumers may prefer paying less for the same service than paying more to get more, and
vice versa.
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2 Fixed line voice services index
Telecommunications services categorised in this report as fixed line voice services include
calls made over the PSTN network or through VoIP technology. These services comprise
basic access (line rental), local and long distance calls, as well as fixed line to mobile calls. The
ACCC calculates a fixed line voice services index to estimate the overall real price changes in
these services.
The fixed line voice services index consists of sub-indices for PSTN and VoIP services,
aggregated and weighted based on respective revenue share. Price movements for
PSTN services have predominantly driven the index, as they account for the vast majority
(92 per cent) of fixed line voice services by revenue. However, the share of voice services by
technology is changing as Australia transitions to the NBN, which provides voice services
exclusively using VoIP.
The ACCC first collected data on VoIP services in 2013, and included the VoIP services
sub‑index for the first time in the 2013–14 edition of this report. As a result, only three years
of changes to the VoIP index have been observed.
The fixed line voice services data collected by the ACCC is also disaggregated by broad
categories of consumer, including residential, small business, and ‘other’ business.

2.1

Overall changes in fixed line voice service prices

The average real prices of fixed line voice services fell by 7.5 per cent in 2015–16. Overall,
fixed voice prices have fallen in real terms each year for the past decade. Since the sector
was opened to competition in 1997–98, prices for fixed line voice services have fallen by
54.4 per cent, at an average annual rate of 4.3 per cent (figure 2.1).7
The decrease in real fixed voice prices was nearly entirely driven by prices for residential
customers, which fell by 12.4 per cent—prices for business customers decreased only slightly,
by 0.4 per cent (figure 2.2). Since the 1997–98 reforms, however, prices paid for fixed line
voice services have fallen more for business customers (57.6 per cent) than for residential
customers (52.8 per cent).

7
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For years prior to 2012–13, the fixed line voice service index only included PSTN services. While technically,
this represents a break in the series, the index has not been rebased as VoIP services accounted for less than
1 per cent of the index in 2012–13 and therefore, did not cause a significant movement in the index.

The fixed line voice service indices by service groups, 1997–98 to 2015–16
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Figure 2.2
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Figure 2.1

The fixed line voice services index for residential and business customers,
1997–98 to 2015–16
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Real price movements have been broadly consistent between the fixed line service
components overall (section 2.2), however, have differed between customer groups (section
2.3). The available data suggests that previous differences between price movements of VoIP
and PSTN services have continued (section 2.4).
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Price movements for fixed line service components

The fixed line service index is comprised of five service components: basic access; local calls;
national long-distance calls; international calls; and fixed-to-mobile calls. In 2015–16, real
prices fell for all service components except for local calls, which increased for the second
consecutive year (table 2.1). The departure from the long-term downward trend in the price
of local calls can be attributed to the quantity of calls having decreased proportionally more
than the respective revenues allocated by service providers to this component in 2015–16.

2008–09

2009–10

2010–11

2011–12

2012–13

2013–14

2014–15

2015–16

Year-on-year percentage changes in the fixed line voice services index by
service component over the past decade
2007–08

Table 2.1

2006–07
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2.2

Basic access

–1.4

–1.6

1.1

–2.0

–4.2

–1.4

0.7

–3.4

–2.4

–9.2

Local calls

–6.7

–10.1

–2.5

–7.5

–8.6

–8.2

–2.2

–3.1

3.4

6.5

–10.9

–10.9

–6.7

–9.0

–7.9

–5.2

–2.7

–1.0

6.7

–3.2

International

–4.8

–7.7

–3.9

–13.8

–14.5

–15.5

–21.2

–24.7

0.5

–6.4

Fixed-to-mobile

–7.6

–6.4

–6.8

–9.7

–12.4

–10.5

–11.7

–10.5

–5.0

–8.1

Fixed line voice services
index

–5.4

–5.5

–2.6

–5.8

–7.3

–4.9

–3.2

–5.2

–1.6

–7.5

National long-distance

The price movements of individual service components are weighted by revenue share
to determine their contribution to the overall change in fixed line voice services index
(figure 2.3). Basic access and fixed-to-mobile services accounted for 82 per cent of total
consumer expenditure on fixed line voice services (table 2.2). As a result, these service
components were the main drivers of change in the overall fixed line service index in
2015−16. Along with negative contributions from national long-distance and international
calls, these changes more than offset the small, positive contribution to the index made by
the local calls component.
The decline in the relative revenue share of local and long distance calls in 2015–16
is consistent with long-term trends (see table 2.2). Local, national long-distance and
international calls are expected to continue to have a smaller influence on the overall fixed
line voice service index than the basic access and fixed-to-mobile components.
Figure 2.3

Points contribution of fixed line voice services to the changes in the fixed line
voice index, 2015–16
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Comparison of share of total revenue allocated by service providers to fixed
line voice services by service component, 1997–98 and 2015–16

Service Component

1997–98

2015–16

Basic access

19.5%

64.1%

Local calls

30.4%

6.4%

National long distance

25.3%

8.9%

International

11.2%

3.3%

Fixed to mobile

13.7%

17.4%

2.3

Fixed line voice services by customer group

The ACCC collects usage and revenue information from carriers for both residential and
business customers. Residential customers accounted for 62 per cent of total fixed line voice
service revenue in 2015–16, with the remainder attributed to small business (22 per cent) and
other business (15 per cent).8
Residential customers experienced a significant real price decrease overall across fixed line
voice services in 2015–16 (12.4 per cent), while business customers experienced only a
slight decrease (0.4 per cent). Prices of basic access and fixed-to-mobile calls fell for both
residential and business customers (tables 2.3, 2.4), while the price of local calls increased for
both groups. Prices of national long-distance and international calls decreased for residential
customers but increased for business customers.

8
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Table 2.2

While the delineation between residential and business customers is relatively reliable, there are some
differences in carriers’ reporting of ‘small business’ and ‘other business’ customers. The definition of a ‘small
business’ differs between carriers and may change over time. Given this, the ACCC considers that the most
relevant indicator of price changes for business consumers is the aggregate of all business customers.
For completeness, some further disaggregated data is reported in appendix A.
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2006–07

2007–08

2008–09

2009–10

2010–11

2011–12

2012–13

2013–14

2014–15

2015–16

Year-on-year percentage changes in the fixed line voice services residential
index by service component over the past decade

Basic access

–0.1

–1.0

–0.3

–1.8

–4.1

–1.8

1.1

–4.3

–4.8

–14.2

Local calls

–7.6

–10.1

–1.3

–8.1

–11.5

–6.1

–1.3

–2.0

8.8

7.0

–13.0

–13.2

–6.7

–11.1

–2.5

–1.2

0.0

0.5

13.2

–13.6

International

–5.3

–9.2

–3.7

–16.4

–13.8

–17.4

–26.7

–33.7

–1.5

–12.1

Fixed-to-mobile

–8.3

–10.9

–7.9

–11.4

–13.4

–10.4

–14.3

–10.2

1.7

–10.7

Fixed line voice
residential

–5.4

–6.4

–3.1

–6.4

–6.9

–4.4

–3.0

–5.5

–1.2

–12.4

National longdistance

2008–09

2009–10

2010–11

2011–12

2012–13

2013–14

2014–15

2015–16

Year-on-year percentage changes in the fixed line voice services business index
by service component over the past decade
2007–08

Table 2.4

2006–07
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Table 2.3

Basic access

–3.8

–2.8

3.8

–2.3

–4.4

–0.7

0.2

–2.0

1.6

–1.1

Local calls

–5.2

–10.2

–4.6

–7.5

–4.7

–10.9

–3.4

–3.8

–3.8

5.8

National longdistance

–6.9

–6.6

–6.6

–5.6

–15.5

–11.1

–6.8

–3.6

–4.2

14.3

International

–2.9

–2.0

–4.7

–3.4

–16.6

–10.8

–9.5

–1.6

4.8

6.4

Fixed-to-mobile

–6.9

–2.3

–5.5

–7.5

–11.3

–10.7

–9.2

–10.8

–11.3

–5.7

Fixed line voice
business

–5.5

–4.0

–1.7

–4.8

–7.9

–5.7

–3.5

–4.4

–2.2

–0.4

Figure 2.4 shows the contributions to the overall changes in the residential and business
indices for fixed line voice services. It shows that the overall decline in basic access prices
reflects the significant decrease in basic access prices for residential customers. The overall
decrease in prices for fixed-to-mobile calls reflects the price decrease for both residential and
business customers. As noted above, these two results drive the overall decrease in prices for
fixed line voice services.
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Points contribution of service components to the changes in the fixed line
voice services residential and business indices, 2015–16
-9.6

Basic access

–0.7
0.4
0.3

Local calls
–1.2

National long-distance

1.1
–0.5

International

0.2
–1.5
–1.3

Fixed-to-mobile
Overall fixed-line voice
business/residential

–12.4
–0.4
–14

–12

–10

–8

–6

Residential

2.4
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Figure 2.4

–4

–2

0
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Price movements for PSTN and VoIP technologies

While real prices paid for VoIP services decreased by 4 per cent in 2015–16 (table 2.5), this
price change had relatively little effect on the overall fixed line voice services price index.
This is because VoIP services accounted for only 8 per cent of the fixed line voice services
market by revenue (figure 2.5). This revenue share, however, has increased from 4 per cent
in 2014–15 and from under 1 per cent in 2013–14. This share will also continue to rise as the
NBN rollout progresses and more voice services are provided using VoIP technology.

2008–09

2009–10

2010–11

2011–12

2012–13

2013–14

2014–15

2015–16

PSTN

2007–08

Year-on-year percentage changes in the fixed line voice services index by
technology type over the past decade
2006–07

Table 2.5

–5.4

–5.7

–2.6

–5.8

–7.3

–4.9

–3.2

–5.1

–1.6

–7.7

VoIP
Total for fixed line
voice services

Figure 2.5
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–4.2
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Points contribution of PSTN and VoIP services to the changes in the fixed line
voice services index, 2015–16
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PSTN and VoIP between customer categories

Residential customers accounted for the majority of services provided by both PSTN
(62 per cent of revenue) and VoIP (70 per cent of revenue) technologies in 2015–16. This
means that, regardless of the fixed line voice technology, changes in prices faced by
residential customers have a greater influence on the overall price movement than changes in
prices faced by businesses.
The mix of business customers differed significantly between fixed line technologies. Small
businesses accounted for the majority of PSTN business revenue (61 per cent) but a minority
share of VoIP business revenue (39 per cent). In 2015–16, all PSTN customers experienced a
fall in the overall prices for fixed line voice services (table 2.6).
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Residential and small business VoIP customers experienced real decreases in the price of
fixed line voice services (table 2.7), while other business VoIP customers experienced an
increase. The evidence so far available suggests that prices for VoIP business customers
have fluctuated more than for residential VoIP customers, with prices rising 6.5 per cent
in 2015–16 following a price decrease of 6.2 per cent in 2014–15 and a 12.7 per cent
increase the year before (table 2.7). Conversely, prices for residential VoIP customers have
consistently decreased by between around 3 and 9 per cent.
Table 2.7

Year-on-year percentage changes in the VoIP service index by consumer group
2013–14

2014–15

2015–16

VoIP—residential

–9.4
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–8.4

VoIP—business index
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Other business
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VoIP services index
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PSTN and VoIP service components

The majority of VoIP consumer expenditure was on the basic access service component
(58 per cent), followed by expenditure on fixed-to mobile services (23 per cent). This is
similar to the breakdown of PSTN revenue, which is comprised largely of basic access
(66 per cent) and fixed-to-mobile calls (17 per cent). The similar expenditure profiles and
lower prices for basic access across technologies means customers experienced price
declines over the majority of their fixed line services bill, irrespective of the technology type.
In 2015–16, price movements for specific service components were broadly similar across
both PSTN and VoIP technologies, with the exception of national long-distance calls, where
prices for PSTN services decreased marginally and prices for VoIP services increased
significantly (figure 2.6). Price movements for individual VoIP service components tended to
be more pronounced than those for the corresponding PSTN service components.
Figure 2.6

Points contribution of VoIP and PSTN service components to the changes in
the VoIP and PSTN indices, 2015–16
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3 Mobile services
In this report, mobile services include both voice and data services that are delivered over
GSM, 3G or 4G technologies to mobile devices. The data collected by the ACCC from service
providers does not distinguish between these mobile technologies.9
The ACCC measures changes in average real prices paid for mobile services in Australia by
calculating a mobile services index. Price changes for these services are estimated based
on a selection of published mobile service plans from major providers in combination with
information on consumer expenditure patterns.
This chapter considers prices for mobile services overall, and for the prepaid and post-paid
service sub-indices separately. Price movements are estimated based on the published prices
for a selection of mobile service plans. These plans are chosen for comparison in accordance
with the expenditure patterns of different consumer groups, representing consumers with
‘very low’, ‘low’, ‘average’, ‘high’ and ‘very high’ expenditure on mobile services.10 More
specifically, the average monthly bill spends by each of these consumer groups is used to
select representative mobile services price points, which are used to determine changes in
average prices paid.
The price movements for pre and post-paid services are then weighted using revenue shares
to derive the overall mobile services index.
The mobile services index should be viewed as indicative of the price changes experienced
by mobile customers, particularly given that it does not account for changes in plan
inclusions, such as data inclusions (discussed further in chapter 4). For context, the ACCC
has included information on average data inclusions in this report.11

3.1

Overall changes in mobile service prices

In 2015–16, average prices paid for mobile services decreased by 1.8 per cent in real terms.
This continues the long-term downward trend in the price of mobile services in Australia
since the commencement of the mobile services price index in 1997–98. Overall, the mobile
services price index has fallen by an average of 4.2 per cent annually since it commenced in
1997–98 (figure 3.1). However, price decreases over the past several years have tended to
be lower than those observed in the first 10 years of the index—the average annual decrease
over the period to 2007–08 was 6 per cent, while in the years since, the average annual
decrease has been 2 per cent.

9

Prior to the 2010–11 reporting period, the report distinguished between the different types of mobile
technologies. The ACCC no longer requires this disaggregation by technology type because of reporting
difficulties experienced by carriers, and because technological developments have meant that most
handsets are now capable of roaming between different networks or technology types, and only a small
proportion of the services are tied to a particular technology.
10 The indices are estimated based upon published plan prices and representative usage/spend profiles for
each consumer profile. Bill samples (385 bills for each reporting company) are used to construct average
spend bundles consumed by five user profiles based on their average spending—‘very low’, ‘low’, ‘average’,
‘high’ and ‘very high’ spend customers. Published plan prices are then matched to each user profile. Details
of the methodology are provided in appendix B.
11 Based on a weighted sample of published plans (see appendix B).
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Overall mobile services index, 1997–98 to 2015–16
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Figure 3.1

The observed price decrease in 2015–16 has been accompanied by an increase in the data
inclusions offered by the major mobile service providers. Based on a selection of published
plans collected by the ACCC, the average data inclusion for post-paid and prepaid mobile
grew by around 32 per cent in 2015–16 (figure 3.2). During this time, other plan inclusions,
(such as calls, talk minutes, messaging and data sharing), have also changed considerably.
Figure 3.2

Average monthly mobile data inclusion (GB) and mobile price index, 2011–12
to 2015–1612
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Source: ACCC analysis of publicly available information.

12 The average monthly data inclusion for post-paid and prepaid mobile services is based on data for five
different consumer groups by expenditure. The average is weighted both by service provider and by preand post-paid services, based on their respective revenue shares in 2015–16.
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Figure 3.3

Average monthly mobile data inclusion (GB) by customer type, 2011–12 to
2015–16
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This average increase in data inclusion was driven by the plans purchased by the ‘high’ and
‘very high’ customer spending categories. In 2015–16 there was little overall growth in data
inclusions for the ‘very low’, ‘low’ and ‘average’ customer groups, whereas the inclusions of
‘high’ and ‘very high’ each increased by 59 per cent (figure 3.3). This is reflective of similar
increases for both prepaid and post-paid services.
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3.2

Prepaid and post-paid services

Real prices decreased for post-paid mobile services by 0.8 per cent in 2015–16, reflecting
largely steady nominal prices adjusted for the 1 per cent increase in the CPI. Real prices for
prepaid services decreased further, by 6.1 per cent (figure 3.4). This is somewhat larger than
the historical average decrease in the prepaid component of the mobile index of 4.1 per cent,
and is due to revised prepaid service offerings by some providers.
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Year-on-year percentage changes in the overall mobile services index and the
post-paid and prepaid sub-indices, 2010–11 to 2015–16
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Figure 3.4

Post-paid services account for the largest proportion of the market for mobile services
(82 per cent by revenue) and therefore have a dominant effect on the mobile price index
(figure 3.4).
Figure 3.5

Points contribution by prepaid and post-paid indices to the change in the
mobile services index, 2015–1613
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While the price of post-paid mobile services decreased only slightly in 2015–16, data
inclusions increased by an average of 30 per cent (figure 3.6). This follows significant
increases in data inclusions in 2013–14 and 2014–15, when data inclusions in post-paid
mobile services increased by around 78 per cent and 119 per cent, respectively.
Data inclusions for prepaid mobile services increased to a similar degree. In 2015–16, prepaid
mobile data inclusions increased by 44 per cent on average, which follows a relatively small
9 per cent increase in 2014–15. It should be noted, however, that many prepaid mobile plans
only offer a small initial inclusion and rely on a ‘pay as you go’ approach to further data use,
which may or may not be taken up by a particular customer.

13 The sum of the components’ point contributions may not add up to the overall index change due to
rounding.
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Average monthly data inclusion for prepaid and post-paid mobile services
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Figure 3.6
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3.3

Price changes by user groups

Prices for mobile services generally fell uniformly across consumer groups for both post-paid
and prepaid services in 2015–16 (figure 3.7, 3.8). For the higher spending prepaid consumer
groups, however, the fall in prices was more pronounced (figure 3.8). This was due to some
higher-priced prepaid service offerings being discontinued during the 2015–16 period.
For post-paid services, real prices fell only slightly for all consumer groups (by between 0.7
and 0.9 per cent) (figure 3.7). However, despite a decrease in price lower than the historical
average decrease for these services (2.2 per cent), many consumers also benefited from
higher data inclusions. In particular, the data inclusions of the ‘high’ and ‘very high’ spending
consumer groups each increased by 60 per cent on average.
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Year-on-year percentage change in the price index for post-paid services by
user group, 2010–11 to 2015–16
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Figure 3.7

Year-on-year percentage change in the price index for prepaid services by
user group, 2010–11 to 2015–16
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4 Internet services
The internet services index is a measure of average real price movements across wireless,
DSL, cable and NBN internet services. The definitions of the various internet services for the
2015–16 period are consistent with previous reports:
•

Wireless internet services include services that provide internet connectivity via a USB
modem key or wireless card. They therefore exclude data services available through a
mobile handset (which are discussed as part of mobile services in chapter 3).

•

NBN internet services are supplied using a range of access technologies, but are reported
as an aggregate index. This report only considers retail price movements for NBN internet
services—it does not indicate movements in wholesale price levels paid to NBN Co by
retail service providers.

Separate indices are calculated for DSL, cable, wireless and NBN internet services by
comparing prices at the beginning and end of the reporting period. The price movements
for those services are estimated based on a selection of published plans which represent
the expenditure patterns of five groups of consumers. As is the case for mobile services,
the average monthly bill spends by each consumer group are used to select representative
internet service price points, which are then used to determined changes in average
prices paid.
These indices are sensitive to the selection of plans used for comparison. To the extent
possible, like-for-like comparisons have been made between plans. However, this is made
more complicated by the fact that over the reporting period, plans may not only change
in terms of price, but also in the amount of included data, upload and download speeds,
and other terms and conditions. While this has generally been an issue across the various
telecommunications services, the product offerings for internet services have been
especially dynamic.
Therefore, the internet services index should be seen as indicative of the average changes
in prices paid by consumers, particularly given that it does not account for changes in plan
inclusions. For context, the sections that follow also report on how plan inclusions, namely
data inclusions, have changed in recent years.

4.1

Overall changes in internet service prices

In 2015–16, the overall internet services index increased in real terms by 2.7 per cent. While
prices fell slightly in real terms for DSL and cable services during the period, prices paid for
NBN and wireless internet services increased by 4.4 and 6.4 per cent, respectively (table 4.1).
At the same time, consumers have generally experienced significant increases in data
inclusions offered, particularly in the case of NBN and wireless internet.
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Data inclusions have become a significant point of competition alongside price for internet
services (see Competition in the Australian telecommunications sector, chapter 2).
For instance, based on a sample of internet plans, the average data inclusion across all
internet service types grew by 21 per cent in 2015–16, following an increase of 56 per cent in
2014–15 and an increase of 86 per cent in 2013–14 (figure 4.1).14
Average monthly internet data inclusions (GB) and internet services index
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450

90

400

80

350

70

300

60

250

50

200

40

150

30

100

20

50

10

0

2011–12

2012–13

2013–14

Average data quota

2014–15

2015–16

Internet price index

Internet data quota (GB)

Figure 4.1

Price changes for telecommunications services in Australia

Table 4.1

0

Internet price index

For higher spending consumers, and increasingly for average spending consumers, providers
have offered plans with ‘unlimited’ data inclusions over the past several years for DSL, cable,
and most recently, NBN services. At other price points, consumers have had significant
improvements in data inclusions, with the majority of the average 21 per cent growth in
internet data inclusions being driven by the ‘very low’ and ‘low’ groups. This is in contrast
with mobile services, for which growth in data inclusions has mainly been driven by higher
spending consumers. This will likely continue to be the case as ‘unlimited’ plans become
more common.
Further, while increases in wireless internet data inclusions have been relatively small over the
past few years, in 2015–16 the average data inclusion offered with a wireless internet service
almost doubled, increasing by 91 per cent (figure 4.2).

14 Based on selected plans submitted to the ACCC via the Division 12 RKR. For the purposes of calculating
average inclusions, plans with ‘unlimited’ data inclusions were treated as being 1000 Gb.
15 The sum of the components’ points contribution may not add up to the net index change due to rounding.
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Figure 4.2

Average monthly internet data inclusions (GB) by internet service type
2012–13 to 2015–16
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The changes in each component of the internet services index were weighted by revenue
share to calculate the overall internet services index. In 2015–16, changes in prices paid for
wireless services made the largest contribution to the increase in the overall internet services
index (figure 4.3). This is a departure from what occurred during the 2014–15 period, when
changes in cable internet prices had the dominant effect.
Figure 4.3

Points contribution by NBN, wireless, DSL, cable and indices to the change in
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4.2

DSL internet services

In the 2015–16 reporting period, average real prices for DSL services fell by 0.7 per cent—a
relatively small decline compared to the past eight years, when DSL prices have fallen by an
average of 2.4 per cent each year.
Price movements have tended to differ across different DSL service plans, and across
different providers. In 2015–16, some providers changed DSL plan offerings for respective
consumer spending groups, with price changes in both directions across consumer groups.

16 The sum of the components’ points contribution may not add up to the net index change due to rounding.
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At the same time, average data inclusions for DSL services increased by 32 per cent.
Consequently, many consumers may value their DSL services more highly, despite the slight
real price increase for some. This overall DSL data inclusion increase follows an increase of
73 per cent during 2014–15, and a 47 per cent increase in the previous year. As was the case
for the 2014–15 period, providers have tended to reduce prices for larger, more expensive
plans—particularly where inclusions were already large or ‘unlimited’. For smaller, cheaper
plans, providers were more likely to compete by improving the data offering.

4.3

Cable internet services

In 2015–16, average real prices for cable internet services decreased by 0.1 per cent. The
prices of cable internet services have been relatively stable with prices decreasing every
year since 2006–07 except in 2008–09 and 2011–12 when they increased by 0.5 per cent and
1 per cent respectively.
Providers offered several plans in 2015–16 that were also offered in 2014–15, with no nominal
price change. However, there were also instances of both price increases and decreases for
cable internet service plans. For example, Telstra lowered the price of its entry-level cable
internet plan, while Optus offered a new higher-priced internet and entertainment bundle
aimed at the ‘very high’ spending consumer group.

Price changes for telecommunications services in Australia

On average, prices paid for lower spending consumer groups increased slightly, which was
more than offset by decreases in prices paid by average and high spending groups to result
in the overall price fall.

Several consumer groups benefited from larger data inclusions. On average, data inclusions
included in internet cable plans increased by around 19 per cent in 2015–16.

4.4

Wireless internet services

In 2015–16, average prices paid for wireless services increased by 6.4 per cent in real terms.
While there have been significant price falls in 2008–09 and 2009–10, price movements for
wireless internet have generally been smaller over the past five years (for both increases
and decreases).
For the 2015–16 reporting period, the ACCC received bill samples from providers across the
internet service types. Since 2012–13, when providers last provided internet bill samples,
average monthly expenditure by the five consumer groups has changed markedly. While
the lower spending consumer groups are spending less, the average and higher spending
consumer groups are spending significantly more. This has meant that the representative
internet plan price points selected for comparison have increased for the ‘average’, ‘high’ and
‘very high’ spending consumer groups, and have, in turn, resulted in an overall increase in
prices paid for wireless services.
At the same time, however, average data inclusions for wireless services almost doubled, with
an increase of 91 per cent (figure 4.2).
While wireless plans are still available at the similar prices as in 2014–15, consumers in the
average and higher spending group appear to be choosing to spend more on higher-priced
plans with higher data inclusions.

4.5

NBN internet services

In 2015–16, average real prices for internet services supplied over the NBN increased by
4.4 per cent. This follows a 3.5 per cent decrease in 2014–15 and a 4.6 per cent increase in
2013–14 (when changes in prices paid for NBN internet services were first reported).
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As is the case for wireless, the average monthly bill spend has increased significantly for
some consumer groups. Both the ‘very low’ and ‘very high’ NBN consumer groups have
exhibited a significant increase in spending since bill samples were last collected in 2012–13.
In the case of ‘very low’ spending consumers, this appears to be due to the increase in the
price of entry-level NBN plans offered by some providers. At the same time, some providers
have offered new, higher-priced plans aimed at the ‘very high’ spending consumer group,
which generally include high data inclusions and faster connection speeds.
The increase in average prices paid for NBN internet services does not reflect the experience
of all consumers. While some providers have increased prices for entry-level NBN plans, there
is still a range of options available to consumers who do not wish to purchase plans with high
speeds and large data inclusions, or those who wish to spend less for basic NBN connectivity.
Data inclusions have increased significantly for NBN internet services, by an average of
75 per cent across the consumer groups, following an increase of 39 per cent in 2014–15.
NBN services continued to make up a relatively small share of internet services in 2015–16 by
number of services and by revenue. This is reflected in its relatively small contribution to the
overall change in the internet services index in 2015–16 (figure 4.3). However, this small share
is expected to grow significantly over the next few years as the NBN rollout continues.
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93.6

99.5

99.2

88.4

87.3

57.9

84.7

90.3

108.9

83.2

81.9

48.0

79.4

74.1

125.4

81.0

79.2

40.7

72.5

65.4

142.0

81.9

77.3

38.3

69.1

62.9

159.6

82.1

75.6

36.1

67.8

60.8

170.5

81.1

72.7

34.5

65.7

56.1

179.4

75.8

65.0

31.5

61.2

50.7

175.2

71.6

60.1

29.9

54.5

47.3

172.8

67.7

56.2

27.6

48.6

42.5

170.0

65.9

52.2

26.4

45.3

41.7

171.8

62.0

47.1

22.8

41.2

38.6

167.9

57.4

41.3

19.5

38.0

35.1

160.8

54.6

37.0

16.5

36.0

32.3

158.6

52.9

32.6

13.0

35.0

31.6

159.7

50.2

29.2

9.8

34.7

30.6

154.3

49.3

27.7

9.8

37.0

31.6

150.6

45.6

25.5

9.2

35.8

33.6

136.7

45.6

86.0

45.6

49.3

89.5

49.4

50.2

93.4

50.2

52.9

100.0

52.9

54.6

n/a

54.6

57.4

n/a

57.4

62.0

n/a

62.0

65.9

n/a

65.9

67.7

n/a

67.7

71.6

n/a

71.6

75.8

n/a

75.8

2005–06

All PSTN

2005–06

Fixed line voice services index by technology; PSTN and VoIP, 1997–98 to 2015–16
2006–07
2006–07

Table A3
2007–08
2007–08

1997–98

1997–98

2008–09
2008–09

1998–99

1998–99

2009–10
2009–10

1999–00

1999–00

2010–11
2010–11

2000–01
2000–01

2011–12
2011–12

2001–02
2001–02

2012–13
2012–13

2002–03
2002–03

2013–14
2013–14

2003–04
2003–04

2014–15
2014–15

2004–05
2004–05

2015–16
2015–16
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100.0

100.0

100.0

100.0

100.0

Local calls

National longdistance

International

Fixed-to-mobile

All PSTN

100.0

100.0

100.0

100.0

100.0

100.0

Basic access

Local calls

National longdistance

International

Fixed-to-mobile

All residential

PSTN residential

100.0

1997–98

Basic access

All PSTN

1998–99

95.3

95.6

80.2

94.8

99.0

99.4

95.0

94.7

79.3

93.6

99.5

99.2

1999–00

88.2

87.7

59.1

85.0

88.7

110.4

88.4

87.3

57.9

84.7

90.3

108.9

2000–01
85.1

86.7

50.5

82.4

74.1

128.1

83.2

81.9

48.0

79.4

74.1

125.4

2001–02
83.3

82.6

42.6

75.4

66.0

147.4

81.0

79.2

40.7

72.5

65.4

142.0

2002–03
87.5

86.7

41.1

73.6

65.2

171.9

81.9

77.3

38.3

69.1

62.9

159.6

2003–04
88.7

86.8

38.7

74.2

62.7

184.4

82.1

75.6

36.1

67.8

60.8

170.5

88.4

85.2

37.3

72.9

55.7

198.3

81.1

72.7

34.5

65.7

56.1

179.4

2004–05

PSTN services index by service; residential and business, 1997–98 to 2015–16

83.5

77.3

34.1

68.8

50.7

195.4

75.8

65.0

31.5

61.2

50.7

175.2

2005–06

Table A5

79.0

70.9

32.3

59.9

46.8

195.1

71.6

60.1

29.9

54.5

47.3

172.8

2006–07
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2007–08
73.9

63.1

29.4

52.0

42.1

193.1

67.7

56.2

27.6

48.6

42.5

170.0

2008–09
71.5

57.9

28.2

48.5

42.0

192.5

65.9

52.2

26.4

45.3

41.7

171.8

2009–10
66.8

51.3

23.5

43.1

38.6

188.2

62.0

47.1

22.8

41.2

38.6

167.9

2010–11
62.2

44.4

20.3

42.1

34.1

180.4

57.4

41.3

19.5

38.0

35.1

160.8

2011–12
59.5

39.8

16.8

41.5

32.1

177.2

54.6

37.0

16.5

36.0

32.3

158.6

2012–13
57.7

34.2

12.3

41.5

31.6

179.1

52.9

32.6

13.0

35.0

31.6

159.7

2013–14
54.6

30.7

8.1

41.8

31.1

171.5

50.2

29.2

9.7

34.7

30.5

154.3

2014–15
53.9

31.3

8.0

47.1

34.1

163.3

49.4

27.7

9.8

36.9

31.7

150.7

47.1

27.9

7.0

40.7

36.4

139.7

45.6

25.4

9.2

33.7

33.7

137.6

2015–16
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100.0

100.0

100.0

100.0

National longdistance

International

Fixed-to-mobile

All business

98.9

1998–99

94.7

94.1

77.4

91.7

100.5

Base year is 1997–98.

100.0

Local calls

Note:

100.0

1997–98

Basic access

PSTN business

1999–00

88.5

86.9

55.4

84.3

92.9

106.4

2000–01
80.3

78.3

41.4

74.5

74.1

120.9

2001–02
77.7

76.9

35.9

67.8

64.4

133.0

2002–03
73.2

69.5

30.8

62.0

58.5

138.5

2003–04
72.0

66.2

29.0

57.8

57.2

146.6

2004–05
69.9

61.9

26.8

54.5

56.8

148.0

2005–06
64.0

54.5

24.0

49.3

50.9

141.9

2006–07
60.5

50.7

23.3

45.9

48.2

136.5

2007–08
58.0

49.6

22.9

42.9

43.3

132.6

2008–09
57.1

46.9

21.8

40.0

41.4

137.6

2009–10
54.4

43.4

21.0

37.8

38.6

134.5

2010–11
50.1

38.5

17.6

31.9

36.4

128.7

2011–12
47.2

34.4

15.7

28.4

32.5

127.8

2012–13
45.6

31.2

14.2

26.4

31.4

128.0

2013–14
43.5

27.8

13.3

25.5

29.7

125.5

2014–15
42.5

24.6

14.0

24.4

28.6

127.7

42.3

23.2

15.1

24.2

30.2

128.3

2015–16
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100.0

100.0

100.0

100.0

100.0

Local calls

National longdistance

International

Fixed-to-mobile

All small business

100.0

100.0

100.0

100.0

100.0

National longdistance

International

Fixed-to-mobile

All other business

PSTN business

94.7

1998–99

94.7

93.7

94.5

69.0

89.4

98.6

100.5

97.9

92.4

90.7

98.2

107.2

Base year is 1997–98.

100.0

Local calls

Note:

100.0

Basic access

Other business

100.0

1997–98

Basic access

Small business

1999–00

88.5

87.8

86.8

51.8

82.5

91.4

106.7

90.8

87.4

59.7

89.5

98.4

105.6

2000–01
80.3

79.5

77.9

40.2

70.4

73.7

123.1

82.9

79.9

39.7

86.4

75.5

114.6

2001–02
77.7

75.8

76.4

34.9

63.8

62.3

132.8

84.9

79.3

34.4

80.7

73.2

133.2

2002–03
73.2

69.3

68.0

29.4

58.0

55.6

133.7

85.9

75.9

31.9

75.2

70.5

143.2

2003–04
72.0

65.4

62.2

27.4

49.4

54.7

138.7

88.6

77.0

30.5

79.2

68.4

154.2

69.9

53.5

49.0

21.4

41.4

44.4

118.2

102.6

92.3

34.8

87.4

80.6

176.6

2004–05

PSTN business services index, small and other business, 1997–98 to 2015–16

64.0

49.4

42.8

18.8

37.2

39.1

120.0

92.8

82.2

32.0

80.0

73.4

160.1

2005–06

Table A6

60.5

45.1

37.7

20.7

32.5

34.8

116.9

89.4

79.5

27.8

78.2

71.4

153.2

2006–07
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2007–08
58.0

42.6

35.7

19.7

29.9

28.2

117.3

86.5

79.1

28.0

73.6

66.6

147.0

2008–09
57.1

41.8

32.8

19.2

28.0

25.6

127.8

85.2

76.0

25.8

68.8

65.0

149.7

2009–10
54.4

39.9

30.0

17.3

25.0

24.8

128.0

81.2

70.8

27.8

67.8

59.4

144.6

2010–11
50.1

36.6

26.0

15.5

22.4

23.0

122.0

74.8

63.4

20.2

55.0

56.4

138.5

2011–12
47.2

34.5

23.6

13.5

19.5

22.5

120.3

70.5

56.2

19.1

49.6

48.4

138.0

2012–13
45.6

31.7

19.3

12.4

16.5

20.2

120.4

69.7

53.9

16.7

49.4

48.2

138.3

2013–14
43.5

29.8

17.2

11.8

16.6

19.2

113.8

67.0

47.9

14.9

46.2

45.6

137.5

2014–15
42.5

29.5

14.9

12.8

15.5

17.9

120.6

65.2

42.9

13.3

45.0

44.3

137.7

42.3

29.1

14.0

14.3

14.3

20.9

120.2

65.0

40.6

11.6

47.1

45.0

138.7

2015–16
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–0.1

–1.6

–2.3

–0.7

–5.0

Local calls

National long-distance

International

Fixed-to-mobile

All PSTN

–0.3

–1.3

–2.5

–0.4

–4.7

Local calls

National long-distance

International

Fixed-to-mobile

All residential

PSTN business

–0.1

Basic access

PSTN residential

–0.2

1998–99

Basic access

PSTN

1999–00

–7.5

–0.9

–2.9

–2.6

–3.3

2.3

–6.9

–1.3

–2.6

–2.3

–2.8

1.9

2000–01
–3.5

–0.2

–1.6

–0.7

–4.7

3.7

–5.9

–1.1

–1.5

–1.5

–5.0

3.3

2001–02
–2.1

–0.8

–1.5

–1.9

–2.4

4.4

–2.6

–0.7

–1.1

–1.9

–2.6

3.7

2002–03
5.0

0.9

–0.3

–0.5

–0.3

5.1

1.1

–0.5

–0.4

–0.9

–0.8

3.7

2003–04
1.4

0.0

–0.4

0.1

–0.8

2.5

0.2

–0.5

–0.3

–0.4

–0.7

2.2

2004–05
–0.3

–0.3

–0.2

–0.3

–2.1

2.6

–1.2

–0.9

–0.2

–0.5

–1.4

1.8

2005–06
–5.5

–0.2

–0.4

–1.0

–1.5

–0.6

–6.6

–2.7

–0.4

–1.1

–1.5

–0.9

2006–07
–5.4

–1.8

–0.3

–2.2

–1.1

–0.1

–5.4

–2.0

–0.2

–1.7

–0.9

–0.5

2007–08
–6.4

–2.3

–0.4

–2.0

–1.3

–0.5

–5.5

–1.8

–0.3

–1.6

–1.2

–0.7

–3.1

–1.7

–0.2

–0.9

–0.2

–0.1

–2.6

–1.7

–0.1

–1.0

–0.3

0.5

2008–09
–6.4

–2.4

–0.8

–1.4

–0.8

–0.9

–5.8

–2.3

–0.5

–1.2

–0.8

–1.0

2010–11
–6.9

–2.7

–0.6

–0.3

–1.1

–2.2

–7.3

–2.9

–0.5

–1.0

–0.8

–2.2

Points contribution to PSTN services indices by service, residential and business, 1998–99 to 2015–16
2009–10

Table A7
2011–12
–4.4

–2.0

–0.7

–0.1

–0.5

–1.0

–4.9

–2.4

–0.5

–0.6

–0.7

–0.7

2012–13
–3.0

–2.6

–0.9

0.0

–0.1

0.6

–3.2

–2.5

–0.6

–0.3

–0.2

0.4

2013–14
–5.5

–1.6

–1.1

0.1

–0.1

–2.7

–5.1

–2.0

–0.7

–0.1

–0.2

–2.1

2014–15
–1.2

0.3

–0.1

1.2

0.5

–3.2

–1.6

–0.9

0.0

0.6

0.2

–1.5

–12.7

–1.5

–0.5

–1.2

0.4

–9.9

–7.7

–1.4

–0.2

–0.8

0.3

–5.7

2015–16
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0.1

–2.1

–2.0

–1.2

–5.3

Local calls

National long-distance

International

Fixed-to-mobile

All business

1999–00

–6.5

–1.8

–2.1

–1.8

–2.2

1.3

2000–01
–9.3

–2.6

–1.3

–2.5

–5.5

2.7

2001–02
–3.2

–0.5

–0.4

–2.0

–2.9

2.5

2002–03
–5.8

–3.0

–0.5

–1.7

–1.7

1.1

2003–04
–1.6

–1.5

–0.2

–1.2

–0.4

1.7

2004–05
–2.9

–2.1

–0.2

–0.9

–0.1

0.3

2005–06
–8.6

–3.9

–0.2

–1.5

–1.5

–1.5

2006–07
–5.5

–2.4

–0.1

–1.0

–0.7

–1.4

–4.0

–0.8

0.0

–0.9

–1.2

–1.0

2007–08
1.6

2008–09
–1.7

–1.6

–0.1

–1.0

–0.5

Note: The sum of the components’ points contribution may not add up to the net index change due to rounding.

–0.2

1998–99

Basic access

2009–10
–4.7

–2.1

–0.1

–0.7

–0.7

–1.0

2010–11
–7.9

–3.1

–0.3

–1.9

–0.4

–2.1

2011–12
–5.7

–2.9

–0.2

–1.3

–1.0

–0.3

2012–13
–3.5

–2.4

–0.2

–0.7

–0.3

0.1

2013–14
–4.7

–2.7

–0.1

–0.3

–0.4

–1.1

–2.1

–2.7

0.1

–0.3

–0.2

1.1

2014–15
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–0.6

–1.3

0.2

–0.1

0.3

0.3

2015–16
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VoIP services index by service; 2012–13 to 2015–16
2012–13

2013–14

Basic access

100.0

91.8

86.8

69.2

Local calls

100.0

100.0

91.1

101.4

National long-distance

100.0

97.1

110.3

218.0

International

100.0

83.6

79.9

71.1

Fixed-to-mobile

100.0

95.2

90.3

84.5

All VoIP

100.0

93.4

89.5

86.0

Table A9

2014–15

2015–16

VoIP Points Contribution to VoIP index; 2015–16
2013–14

2014–15

2015–16

-3.5

-3.0

-11.7

0.0

-0.6

0.7

National long-distance

-0.1

1.0

9.0

International

-1.4

-0.2

-0.4

Fixed-to-mobile

-1.6

-1.3

-1.5

All VoIP

-6.6

-4.2

-4.0

Basic access
Local calls

Notes:
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Table A8

The sum of the components’ points contribution may not add up to the net index change due
to rounding.
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1998–99

94.9

1997–98

Mobile services index 100.0

1999–00

82.4

76.8

2000–01

Table A10 Mobile services index, 1997–98 to 2015–16

75.2

2001–02

2002–03
75.9

2003–04
73.5

2004–05
64.0

2005–06
59.8

2006–07
58.3
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2007–08
55.1

2008–09
50.8

2009–10
51.7

2010–11
49.4

2011–12
48.9

2012–13
48.3

2013–14
47.3

2014–15
47.4

46.6

2015–16
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2006–07

2007–08

2008–09

2009–10

2010–11

2011–12

2012–13

2013–14

2014–15

2015–16

very low

100.0

98.6

99.0

97.7

97.0

97.9

97.2

96.6

96.4

98.9

low

100.0

99.1

98.8

98.2

97.6

96.7

96.1

95.5

95.2

95.8

average

100.0

99.5

99.3

98.7

98.1

98.5

97.9

97.4

97.2

95.0

high

100.0

98.7

98.5

98.4

97.7

97.0

96.6

96.5

96.0

93.6

very high

100.0

98.9

98.8

99.5

98.8

93.5

93.6

93.4

93.0

93.6

very low

100.0

97.6

99.2

100.2

99.5

99.3

98.1

97.5

99.2

99.4

low

100.0

99.1

98.9

98.0

97.3

97.1

96.0

95.0

92.2

92.0

average

100.0

99.1

98.9

98.0

97.3

97.1

96.0

95.4

95.2

93.4

high

100.0

99.1

98.8

98.0

97.3

97.1

97.2

97.2

96.3

96.1

very high

100.0

99.1

98.8

98.0

97.3

99.2

100.7

100.7

99.8

101.8

very low

100.0

97.4

95.9

96.3

96.4

99.4

98.9

98.6

91.7

low

100.0

95.7

90.2

88.4

88.7

90.4

89.9

89.7

89.5

average

100.0

95.7

90.2

90.5

89.9

88.6

88.4

88.1

91.0

high

100.0

96.4

95.6

94.9

94.4

93.8

93.0

93.9

105.2

very high

100.0

96.4

95.5

94.0

96.3

95.2

94.6

95.0

93.4

DSL

Cable
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Table A11 Internet services index by network type and user group, 2006–07 to 2015−16

Wireless

NBN
very low

100.0

101.6

101.2

104.6

low

100.0

102.1

102.1

105.8

average

100.0

98.4

97.6

97.2

high

100.0

101.0

100.8

99.0

very high

100.0

101.5

99.4

99.1
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2007–08

2008–09

2009–10

2010–11

2011–12

2012–13

2013–14

2014–15

2015–15
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Table A12 Points contribution to internet services index, 2007–08 to 2015–16

DSL

–3.4

–0.2

–1.1

–2.0

–3.2

–1.2

–1.1

–0.9

–0.3

Cable

–1.2

0.1

–0.2

–0.5

0.1

–0.2

–0.3

–0.4

0.0

n/a

–3.2

–4.0

–0.9

0.5

0.6

–0.8

0.1

2.7

0.1

–0.1

0.3

–2.2

–1.3

2.7

Wireless
NBN Broadband
All internet services
Notes:

–6.2

–4.6

–4.9

–3.6

–2.7

–0.9

The sum of the components’ points contribution may not add up to the net index change due
to rounding and also due to the removal of dial-up component of the internet service index in
2013–14.

B1

Index model

The ACCC uses a basket approach to measure the prices consumers pay for
telecommunications services. This approach was originally developed by the
Communications Research Unit (CRU) of the former Department of Communications,
Information Technology and the Arts and has been applied for the purpose of this report
since 1999–2000.
Under the basket approach, index numbers are used to indicate movements in the prices
for a basket of telecommunications services. An index number measures the price of the
services in one period relative to another. It reflects price changes over time, but not price
levels. The price indices are constructed using revenue, quantity and pricing plan data
collected by the ACCC from a number of telecommunications service providers. They are
then aggregated to derive an overall index (figure B.1).
The main indices in this report are:
•

The fixed line voice services index has been part of the overall telecommunications index
since the ACCC first commenced the Division 12 report in April 2001.17 This index consists
of sub-indices for PSTN (from 1997–98 onwards) and voice over internet protocol (VoIP)
services (from 2012–13 onwards).

•

The mobile services index has also been part of the overall telecommunications services
index since April 2001. It consists of sub-indices for prepaid and post-paid services and
reports real price changes for all mobile services (i.e. 3G, GSM, 4G and other mobile
technologies).

•

The internet services index was included as a component of the overall
telecommunications service index in 2007–08. It consists of sub-indices for DSL, cable,
wireless and NBN internet services.

Figure B.1
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Appendix B: Methodologies for
determining price change

The telecommunications services index and its sub-indices

Telecommunications services index
Fixed line voice
services

Mobile services

Internet services

PSTN

Post-paid

Wireless

VoIP

Prepaid

DSL
Cable
NBN

17 See https://www.accc.gov.au/publications/accc-telecommunications-report/accc-telecommunicationsreport-1996–97-to-1999–2000.
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The ACCC uses a different methodology to derive the price indices for fixed line voice
services (comprising PSTN and VoIP services), to that used for the price indices for mobile
services and broadband internet services. These methodologies are explained later in
this chapter.
Changes to the composition of the indices and sub-indices are made from time to time,
which should be taken into account when comparing the indices constructed in different
time periods.

B1.1

The fixed line voice services index

The fixed line voice index comprises sub-indices for PSTN (from 1997–98 onwards) and VoIP
services (from 2012–13 onwards). The change in PSTN and VoIP indices are weighted by
their respective revenue shares and then aggregated to form the fixed line voice index.
The PSTN and VoIP indices are constructed separately using a yield approach to estimate
prices consumers pay for particular PSTN/VoIP voice services. Company revenue and usage
data are used to derive a yield, which is used as a proxy for the average price paid for a unit
of that telecommunications service.
For PSTN/VoIP services, revenue and usage data for five PSTN/VoIP voice service
components are reported by companies for each reporting period: basic access, local calls,
national long-distance calls, international long-distance calls and fixed-to-mobile calls. Data
on each of these services is also disaggregated into three consumer groups: residential,
‘small’ business and ‘other’ business consumers.18
Using these data, a yield is derived for every PSTN/VoIP voice service component by
consumer group for each year. These yields are then converted into real terms19 and used to
construct a series of price indices that show real price movements of individual PSTN/VoIP
voice services for different consumer groups over time. These individual indices for each
fixed line voice service by consumer group category are then weighted by revenue shares
of those services and aggregated to derive indices for all PSTN/VoIP voice services used by
these three consumer groups.
The three indices are then aggregated to form an overall index for PSTN/VoIP voice services
for all consumers. As with all aggregated indices in this report, the expenditure share of a
service determines its relative importance in the overall index. For a given change in price,
the index is influenced most by those services on which consumers as a group spend the
most money.
The yield approach has some limitations. Prices calculated under the yield approach are
influenced by how revenue is allocated across services and some issues may arise with
respect to subscription plans and bundled products. This is because access charges for
subscription plans also include a certain value of call services and service providers may
follow different methods when attributing these charges. Similarly, for bundles, when
providers attribute revenue to each component of the bundle (e.g. PSTN home phone and
DSL broadband bundle), they may also use different methods to do so, which may cause
inconsistency in revenue allocation.

18 The categorisation of customer groups is determined by the reporting companies, and may differ across
companies. While the delineation between residential and business customers is likely to be consistent across
companies, there may be inconsistencies in how companies define ‘small’ and ‘other’ businesses. The ACCC
considers that the sub-indices for residential and business customers are reliable and consistent, whereas
information on small and other businesses should be treated as indicative only.
19 The nominal values are adjusted by using the Australian Bureau of Statistics (ABS) Consumer Price
Index CPI).
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The mobile services index

The mobile services index measures prices paid by consumers for mobile services, which
include both prepaid and post-paid services. Unlike the fixed line voice index, construction
of the mobile services index does not rely on yield data. This reflects the differences in the
product and pricing structures of fixed line voice and mobile services. For example, it is less
common to include handsets in a fixed line voice plan than it is with respect to mobile plans.
However, the distinction is becoming less clear due to the increasing penetration of fixed line
voice subscription plans.
The ACCC applies a plan approach for mobile services. This approach estimates price
changes by determining the average spend of five types of customers and monitoring the
change in price of the most appropriate plan for each group. Bill samples (385 bills for each
reporting company) are used to calculate average monthly bills by ‘very low’, ‘low’, ‘average’,
‘high’ and ‘very high’ spending customers. The most representative plans (in terms of price)
are selected for each customer group (that is, plan price points on or around the average bill
spend) for each reporting period. Price changes are then estimated by comparing the prices
of the chosen plans across time periods.
Separate post-paid and prepaid indices are constructed to compare the cost of each product
type over time. These sub-indices are then aggregated using a revenue-weighting process to
form an overall mobile services index.
As noted previously, a number of changes to the structure of the mobile service index were
made in the past. This is to reflect changing market conditions. The mobile service index for
2007–08 included 3G services for the first time, while in 2008–09 CDMA services ceased to
form part of the index due to service withdrawal. From the 2011–12 reporting period, mobile
services are reported on an aggregated level instead of by mobile technology (GSM, 3G
and 4G).
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B1.2

The plan approach has some limitations. Because a plan has a number of variables such
as included call minutes, texts and data, the real value of the plan can vary from month to
month independently of the nominal monthly price. Indeed, it has become common for
carriers to maintain the nominal prices of their plans at certain price points (e.g. $29, $49,
$69) and instead change the inclusions of those plans.
Such changes to inclusions are not directly reflected in indices calculated using the plan
approach. Plans are selected primarily based on the extent to which they represent the
average monthly bills of each of the five customer spending categories.

B1.3

Internet services index

The internet services index was introduced in 2007–08 and comprises sub-indices for
wireless, DSL, cable and NBN internet services. Plans for residential consumer-grade services
are monitored because they represent the vast majority of internet services.
The wireless, DSL, cable and NBN internet indices are calculated by comparing plan prices
for those services observed at the beginning and end of the period for those service
providers included in the study. Representative consumer profiles are developed for each
service provider by expenditure quintile derived from bill samples. Average price changes
for each consumer profile and service provider are then calculated, with price changes
for each service provider weighted by its revenue share to give the net price movement
for that service type. This approach has similar limitations to the one used for the mobile
services index.
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B1.4

Data inclusions for mobile and internet services

Data inclusions for mobile and internet services are included for the first time in this report
(see chapters 3 and 4). These estimates were based on data collected for the Division 12
report as well as from a separate mobile retail pricing survey conducted by the ACCC.
The estimates were designed to give context to the observed price changes in mobile and
internet services—as such, the method for calculating average data inclusions was similar
to that used for price indices in this report. Average data inclusions were calculated for
each provider, and for five representative consumer expenditure profiles that were derived
from bill samples. The average data inclusions for the various service providers were then
aggregated, weighted by the revenue shares for each provider. The results are only indicative
of changes in data inclusions and would be sensitive to changes to methodology.

B2

Other methodology issues

B2.1

Real prices

Price changes in this report are derived using real prices, which are obtained by adjusting
nominal prices for the effects of inflation using the consumer price index (CPI). The CPI is a
measure of price increase (inflation)20 for a fixed basket of goods and services comprising
items bought by Australian consumers over a period of time. The Australian Bureau of
Statistics (ABS) publishes the CPI each quarter.21
For this report, the percentage change in the CPI (weighted average of eight capital cities)
from June 2015 to June 2016 is used as a measure of general inflation (CPI) for 2015–16.22
The ABS reported a 1 per cent increase in the CPI for this period.
This means that if the nominal price of a commodity did not change over 2015–16, there
would be a decrease in the real price. For example, if the cost of internet plan A is $100 in
2014–15 and $100 in 2015–16 the nominal or unadjusted price change over time would be
zero. However, given the CPI increase of 1 per cent, the real price of plan A is 1 per cent
lower in June 2016 ($99) than in June 2015.
Given the inflation rate of 1 per cent in 2015–16, the price indices of real price changes can
be used to obtain a measure of the movement in nominal price levels as follows:
•

A real decrease in prices indicates a decrease in nominal prices, or an increase in nominal
prices of up to 1 per cent.

•

A real increase in prices indicates a nominal price increase of more than 1 per cent.

B2.2

The goods and services tax

The goods and services tax (GST) affects the prices paid by consumers for
telecommunications services. This affects business and residential consumers differently.
While business consumers can claim a GST input credit on telecommunications services,
residential consumers cannot.
For this report, the estimated prices paid by business consumers for fixed line voice (PSTN
and VoIP) services are GST-exclusive while those paid by residential consumers include GST.
The prices for mobile services and internet services are GST-inclusive, as information is not
available to estimate the proportion of these services used exclusively or partly for business.
20 The inflation rate is the rate at which the general level of prices for goods and services is rising, and,
subsequently, purchasing power is falling.
21 The ABS notes in its catalogue that the CPI is a price index which is designed to provide a general measure
of price inflation for all Australian households. However, ABS also notes that in practice, the index is
constrained to only measure the changes in prices faced by private households living in the six State and two
Territory capital cities.
22 ABS, Catalogue 6401.0—Consumer Price Index, Australia, Sep 2016.
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Quality of service

Quality relates to those non-price attributes of a product or service, including performance,
reliability and other non-price features. The estimates in this report do not take into account
the effect of quality changes on price and consumer usage of the services because it is
difficult to quantify such changes. This is particularly true for those sectors that undergo
rapid technological changes (e.g. mobile and internet). In the telecommunications industry,
innovation and competition continue to drive improvement in the quality of services (e.g.
data rates, data download inclusions). As a result, consumers may benefit from higher quality
services rather than lower prices.

B2.4

Percentage changes and points contribution

The percentage changes used in this report are based on changes in the price indices
constructed for each of the services analysed. A complete set of index numbers for the
telecommunications services covered is included in the tables in appendix A. Percentage
changes are useful when summarising and analysing price movements over time.
The points contribution of a component of an index for a basket of services is the number of
points that the component contributes to the overall change in the index in a particular year.
It is calculated by multiplying the revenue share of the component in the basket comprising
the index by the change in the service’s price in a particular year. For example, an individual
service within the basket might increase in price by 10 per cent, but if that service only
accounts for 10 per cent of the basket’s revenue, it will only contribute one point to the
overall changed in the index for that basket. Analysis of points contribution shows the effects
of different price changes within the basket on the index.

B2.5
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B2.3

Record keeping and reporting rule for the Division 12 report

Under section 151BU of the Competition and Consumer Act 2010, the ACCC has the
power to make an RKR by written instrument and require that carriers and carriage service
providers comply with it. In December 2004 the ACCC implemented a record keeping and
reporting rule (RKR) for the Division 12 report.
The ACCC has revised the Division 12 RKR from time to time to enable it to account for
technological and market developments. The ACCC last revised the RKR in July 2013 to
implement changes including a requirement for carriers to report on VoIP and broadband
services provided over the NBN.
Table 8.1 shows which companies are currently required to report on fixed line voice, mobile
and internet services under the Division 12 RKR.
Table B1

List of companies required to report under the Division 12 RKR23

Category name

Reporting carriers and carriage service providers

Fixed line voice services information

Telstra, Singtel Optus, iiNet, TPG

Mobile services information

Telstra, Singtel Optus, VHA

Internet services information (including
wireless, DSL, cable and NBN)

Telstra, Singtel Optus, iiNet, VHA, TPG

Further information about the Division 12 RKR is available on the ACCC website at
www.accc.gov.au.

23 The complete table is at Schedule A of the July 2013 Division 12 RKR.
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ACCC contacts
ACCC Infocentre: business and consumer inquiries: 1300 302 502.
Website: www.accc.gov.au.
Translating and Interpreting Service: call 13 1450 and ask for 1300 302 502.
TTY users phone: 1300 303 609.
Speak and Listen users phone 1300 555 727 and ask for 1300 302 502.
Internet relay users connect to the NRS (see www.relayservice.com.au and ask for
1300 302 502).

ACCC addresses
National office
23 Marcus Clarke Street
Canberra ACT 2601
GPO Box 3131
Canberra ACT 2601
Tel: 02 6243 1111
New South Wales
Level 20
175 Pitt Street
Sydney NSW 2000
GPO Box 3648
Sydney NSW 2001
Tel: 02 9230 9133
Victoria
Level 35
The Tower
360 Elizabeth Street
Melbourne Central
Melbourne Vic 3000
GPO Box 520
Melbourne Vic 3001
Tel: 03 9290 1800

Queensland
Brisbane
Level 24
400 George Street
Brisbane Qld 4000
PO Box 12241
George Street Post Shop
Brisbane Qld 4003
Tel: 07 3835 4666
Townsville
Suite 2, Level 9
Suncorp Plaza
61–73 Sturt Street
Townsville Qld 4810
PO Box 2016
Townsville Qld 4810
Tel: 07 4729 2666
South Australia
Level 2
19 Grenfell Street
Adelaide SA 5000
GPO Box 922
Adelaide SA 5001
Tel: 08 8213 3444
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Western Australia
3rd floor, East Point Plaza
233 Adelaide Terrace
Perth WA 6000
PO Box 6381
East Perth WA 6892
Tel: 08 9325 0600
Northern Territory
Level 8
National Mutual Centre
9−11 Cavenagh St
Darwin NT 0800
GPO Box 3056
Darwin NT 0801
Tel: 08 8946 9666
Tasmania
Level 2
Telstra Building
70 Collins Street
Hobart Tas 7000
GPO Box 1210
Hobart Tas 7001
Tel: 03 6215 9333

