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1. Background 
 
Following its initial decision in April 20021, the Government introduced legislative reforms 
in September 2002 to enhance the telecommunications-specific competition policy regime.  
The proposed package of measures is in response to the Productivity Commission’s review of 
telecommunications competition regulation.   
 
A key component of this package was the requirement for an enhanced system of accounting 
separation of Telstra's wholesale and retail operations as a mechanism for increasing 
transparency in the market for telecommunications services.  In addition, the package 
included a requirement for the Commission to produce model terms and conditions for core 
telecommunications services such as PSTN interconnect, Local Call Resale (LCR) and 
Unconditioned Local Loop Services (ULLS).  These measures were intended to provide 
greater certainty and encourage the industry to resolve access issues in a more timely manner, 
as well as reducing the potential for regulatory gaming.2 
 
In anticipation of the requirement for establishing model terms and conditions, the 
Commission sent a letter to industry on 7 August 2002 informally seeking preliminary views 
regarding the development of the non-price model terms and conditions.  Specifically, the 
Commission requested views regarding the main non-price terms and conditions that should 
be covered in the proposed regime.  This input was seen to function as a precursor to the 
more formal process the Commission would undertake in response to any formal directive 
from the Minister for Communications, Information Technology and the Arts.  Further 
industry consultation on these matters took place on 20 December 2002 and submissions 
received by early February 2003.    
 
Concurrent to these developments, the Commission announced on 13 August 2002 it had 
initiated negotiations with Telstra to implement monitoring programs focussing on its 
provisioning of complex services and fault repair processes.  This followed a number of 
complaints in late 2001 concerning provisioning practices between Telstra's wholesale and 
retail networks, as well as possible non-compliance by Telstra with its statutory obligations in 
the provision of fault detection, handling and rectification services to other providers for 
regulated services.  A letter outlining this matter was sent out to industry on 28 August 2002. 
 
The Telecommunications Competition Act 2002 (the Act) made amendments to Parts XIB and 
XIC of the Trade Practice Act 1974 and came into effect on 19 December 2002.  The Act 
gives effect to the decisions announced by Government on 24 April 2002 and builds upon 
amendments introduced in 2001 to streamline the Commission's arbitration process for 
telecommunications access disputes.  
 
These reforms include two new regulatory requirements relating to non-price terms and 
conditions.  While there is considerable overlap between these two initiatives in terms of the 

                                                 
1 DCITA, Media Release, 24 April 2003, “Telecommunications regime to be made more competitive”, 97/02. 
2 Senator the Hon. Richard Alston, Media release, 24 September 2002, “Government boost to 
telecommunications competition”, 218/02.  
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non-price issues that need to be addressed, there are important differences between the two 
measures which should be noted. 
 
The first initiative is the development of model terms and conditions for core services, such 
as PSTN originating and terminating services, unconditioned local loop services and local 
carriage services.  Such model terms and condition are intended to more directly assist parties 
to reach commercial agreement on terms and conditions for access, or to submit access 
undertakings, thus providing more timely access for access seekers to core services.  While 
these model terms and conditions will be non-binding, they are intended to provide clear 
guidance about the Commission’s views as to what constitute fair and reasonable terms and 
conditions of access to these services.  The determination of model terms and conditions will 
require it to form a view about appropriate terms of supply of certain declared services, which 
can then be applied by industry in commercial agreements or in undertakings agreements. 
 
The second initiative is the development of key performance indicators (KPIs) in relation to 
Telstra’s supply of specified retail and wholesale services.  The objective being to compare 
Telstra’s performance in providing services to its retail customers as compared to the supply 
of services to its wholesale customers.  The KPIs should therefore be seen as a mechanism 
for assessment of Telstra’s relative performance in the relevant non-price areas. However, in 
determining KPIs for this purpose, it may also be necessary to establish some form of 
standards in this regard. 
 
This paper discusses the development of relevant KPIs for the purpose of comparing Telstra’s 
relative performance in the supply of retail and wholesale services. This is intended to 
provide additional transparency and accountability on Telstra in supplying specified 
wholesale and retail services. 
 
The paper has been developed following discussions with Telstra on the current and 
prospective capabilities of their information systems to be able to derive appropriate data on 
retail and wholesale activity. That said, the proposals should be seen as preliminary and are 
intended to facilitate industry debate and comment. 
 

1.1. Model Terms and Conditions 
 
Under ‘Model Terms and Conditions for Core Services, the Commission is required to 
publish by written determination non-binding model terms and conditions of access for each 
of the following “core” services3: 

 the Domestic Public Switched Telephone Network (PSTN) Originating Access Service; 

 the Domestic Public Switched Telephone Network (PSTN) Terminating Access Service; 

 the Unconditioned Local Loop Service (ULLS); 

 the Local Carriage Service (LCS); and 

 any additional core service specified in regulations by the Minister. 
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3 It should be noted that before making a written determination under this new section, the Commission must 
consult the ACA and interested parties. 



 
The declared domestic PSTN origination and termination services are used as inputs by 
access seekers primarily to supply long distance, fixed-to-mobile and mobile-to-fixed calls to 
end-users in Australia.  They can also be used by other network operators to interconnect 
with Telstra's fixed network. 
 
The ULLS involves the use of unconditioned cable (typically copper) between end-users and 
a telephone exchange, where the cable terminates.  This service enables access seekers to 
supply advanced, high-speed data services, such as xDSL (digital subscriber line), to 
customers as well as local and long-distance voice services in competition with Telstra. 
 
The LCS is a service for carriage of telephone calls from customer equipment at an end-user's 
premises to separately located customer equipment of an end-user in the same standard zone.  
It allows access seekers to provide local calls on a resale or wholesale basis in competition 
with Telstra. 
 
As noted above, the determination of model terms and conditions will require the 
Commission to form a view about appropriate terms of supply of certain declared services, 
which can then be applied by industry in commercial agreements or in undertakings 
agreements. 
 

1.2. New Accounting Separation Requirements 
 
There is a separate requirement on Telstra, pursuant to a Ministerial Direction (made under 
‘Record-Keeping Rules and disclosure directions (Div 6 of the Act)4, to publish information 
comparing its actual performance in supplying specified wholesale services and specified 
retail services in accordance with a customer grouping (if any) determined by the 
Commission to external access seekers in terms of key non-price terms and conditions.  
These non-price terms and conditions include: 
 
 faults / maintenance; 

 ordering, provisioning; 

 availability / performance; 

 billing and notifications; and 

 any additional matters the Commission considers will have a material effect on Telstra’s 
performance in relation to the supply of services to it’s retail arm vis-à-vis external 
access seekers. 

 

                                                 

 4

4 Under this amendment (new section 151BUAAA), the Minister for Communications has the power 
under Clause 6 to direct the ACCC to make Record-Keeping Rules under Part XIB and to publish 
reports that are produced as a result.  This amendment is intended, inter alia, to enable the Minister to 
direct the ACCC to develop a RKR to implement ‘enhanced’ accounting separation for Telstra. 
 



On 19 March 2003, the Minister circulated a draft Ministerial Direction under subsections 
151BUAA(1), 151BUAA(1B) and 151CMA(1) of the Trade Practices Act 1974 which would 
give effect to the proposals.5 
 

1.3. Purpose 
 
In light of the Government’s proposal to augment the existing accounting separation 
provisions, as noted in the draft Ministerial Direction, the Commission decided to release a 
Discussion Paper.  The purpose of this paper is to: 
 
• set out background material about those issues which the Commission thinks should be 

considered in a public process and on which the Commission seeks comment from 
industry participants, other stakeholders (including end-users) and the public generally; 

 
• identify the issues which, in the Commission’s opinion, are relevant to the formulation 

of KPIs for contentious non-price areas;  
 
• identify any other non-price areas; and  
 
• outline the proposed form of reporting to enable assessment of performance against the 

KPIs. 
 
Although the Ministerial Direction is still in draft form, given the short timeframe involved in 
determining KPIs, it is appropriate for this process to commence as soon as possible.  In 
addition, Telstra has advised that it will require some lead-time to make the necessary system 
changes to capture and develop reports on the proposed KPI data.  This means it would be 
desirable to progress this work in a sufficiently timely way to ensure the first reports are able 
to be provided by Telstra under the new RKRs by November 2003. 
 
The Discussion Paper is structured as follows: 
 
Section Two outlines the proposed KPIs for non-price terms and conditions. 

Section Three outlines the proposed reporting regime to meet the Government’s objectives. 

 
1.4. Making submissions to the public inquiry 
 
The Commission seeks comment from all industry participants and from the public generally.  
It encourages industry participants, other stakeholders and the public generally to consider 
the matters set out in this Discussion Paper, and to make submissions to the Commission to 
assist it in determining appropriate KPIs for non-price terms and conditions. 
 
Submissions should be provided by no later than 5.00pm, 16 May 2003. 
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5 Australian Competition and Consumer Commission (Accounting SeparationTelstra Corporation Limited) 
Direction (No. 1) 2003, Draft Only, 19 March 2003. 



Submissions will be treated as public documents unless otherwise specified.  Parties wishing 
to lodge only confidential submissions are advised to discuss this with staff prior to 
lodgement. 
 
Submissions can be addressed to: 
 

Doug Campbell 
Director 
Australian Competition and Consumer Commission 
GPO Box 520J 
Melbourne VIC 3001 

 Fax: (03) 9663 3699 
 
In addition to a hard copy, people making submissions are requested to provide an electronic 
copy of the submission to grant.young@accc.gov.au 
 
Enquiries can be made to Grant Young on (03) 9290 1854. 
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2. Proposed key performance indicators for non-price 
terms and conditions 

 
Clause 6(1) of the draft Ministerial Direction states that: 
 

In the exercise of its powers under section 151BU of the Act, the ACCC must, as soon as 
practicable, make rules … requiring Telstra to keep and retain records, and to prepare reports 
consisting of information contained in those records, that compare the outcomes of Telstra’s 
performance for supply of specified wholesale services and specified retail services in accordance 
with a customer grouping (if any) determined by the ACCC, in writing, in respect of key 
performance indicators determined by the ACCC, in writing, for non-price terms and conditions. 

  
To meet the Government’s stated objective of demonstrating non-discriminatory performance 
in relation to core services, the Commission needs to ensure that the KPIs and reporting 
format provide sufficient transparency.   As such, it should be possible to develop useful 
performance reporting metrics that provide transparency for wholesale customers in the 
standard of service performance Telstra provides its retail customers. 
 
Against this background and consistent with the draft Ministerial Determination, the 
Commission considers that the following non-price areas should be subject to a KPI measure: 

 
• faults and maintenance; 
 
• ordering and provisioning; 
 
• availability and performance; 
 
• billing notifications; and 
 
• appointments met.    
 
However, the draft Ministerial Direction provides the Commission with the discretion to 
consider additional matters that it considers to be material in identifying the areas to be 
subject to a KPI measure. 
 
Some specific issues that will need to be determined by the Commission in developing the 
appropriate KPIs in order to fulfil the Government’s policy intentions include: 
 
• measuring non-discriminatory performance;  
 
• the specific customer groups to be used for comparative purposes at both retail and 

wholesale levels; and 
 
• the information to be disclosed in the Telstra reports to the Commission and which will 

be made available to interested parties or more generally. 
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2.1. Wholesale versus retail service comparison 
 
The first issue that needs to be considered in developing KPIs is to clearly identify which 
KPIs that can be used to meet the Government’s objective of non-discriminatory performance 
in relation to core services.  Telstra has suggested that the only meaningful comparator is 
Telstra’s Basic Access service as this is the service that Telstra uses to provide all wholesale 
and retail service offerings.  As a consequence, any KPI measure should be formulated 
around this service. 
 
While the Commission sees some merit with such an approach, it would be interested in the 
views of industry on whether any other measure should be used. 
 
2.1.1. Customer Groups 
 
Clause 6 of the draft Ministerial Direction allows the Commission to determine whether 
customer groupings should be used for the comparison of Telstra’s performance for the 
supply of specified wholesale and retail services.   
 
The Commission recognises that there a significant differences between the supply of 
wholesale and retail services and that these differences also reflect the type of customer.  As 
such, any meaningful comparison must distinguish between different customer groups.  
 
Also relevant to this issue is that Clause 9 of the draft Ministerial Direction requires the 
Commission to monitor, and prepare a report on, competition in the corporate segment of the 
business customer group.  While the Commission recognises that this requirement is distinct 
to the KPI reporting requirements under Clause 6, it raises the question about the need to 
identify corporate and other business customers separately within the broader grouping of 
business customers for the purposes of Clause 6. 
 
In this regard, the Commission understands that there may be considerable difficulties in 
identifying and comparing Telstra’s corporate retail customers in terms of the relevant KPI 
measures for this group in a way which is comparable to the treatment of wholesale 
customers.  At this stage, the Commission is inclined to define the appropriate customer 
groupings for the purpose of reporting under Clause 6 of the draft Ministerial Direction to 
residential customers and business customers.  This is consistent with the approach taken 
under Clause 5 (imputation tests) and recognises that a separate qualitative assessment of the 
corporate market will be undertaken under Clause 9.  The Commission would be interested in 
the views of parties on such an approach in terms of the prime objectives of monitoring the 
relative performance of Telstra’s wholesale and retail activities in as transparent manner as 
possible. 
 
2.1.2. Possible key performance indicator measures 
 
To assist interested parties in formulating a view about the appropriate KPI measures, the 
following KPIs are outlined.  These are largely the result of proposals by Telstra in relation to 
the non-price areas and are submitted for consideration. 
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Faults and maintenance 
 
Telstra’s proposed KPIs for faults and maintenance are based on the actual times taken by 
Telstra to repair faults in relation to its Basic Access service for its wholesale and retail 
customers.  The proposed measures in the table below are based on end-to-end performance 
for wholesale and retail customers together with a disaggregation showing residential and 
business customers.  The measure will be the percentage of faults repaired within target 
timeframes, that is, the standard customer service guarantee (CSG) timeframes.  Telstra will 
also provide variance data.  This data will demonstrate any differences in fault rectification 
performance between Telstra’s wholesale and retail service customers. 
 
Faults and Maintenance – Basic Access: end-to-end performance 
 
KPI Customer Type Wholesale Retail Variance 

Residential    

Business 
 

   

Faults repaired within  
target time — standard CSG 
time frames  

Total 
 

   

 

Ordering and Provisioning 
 
Telstra has proposed two KPIs for ordering and provisioning.  The two measures reflect 
whether the previous Basic Access service is available for reconnection or whether a new 
service is required that does not involve additional cabling or capacity.  The KPIs are based 
on the actual times taken by Telstra to complete the installation of Basic Access service for 
its wholesale and retail customers.  The proposed measures in the table below are based on 
end-to-end performance for wholesale and retail customers together with a disaggregation 
showing residential and business customers.  The measure will be the percentage of Basic 
Access services installed within target timeframes, that is, the agreed provisioning 
timeframes or the required customer timeframe, which ever is the latter.  Telstra will also 
provide variance data.  This data will demonstrate any differences in ordering and 
provisioning performance between Telstra’s wholesale and retail service customers. 
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Ordering and Provisioning – Basic Access 
 
KPI Customer Type Wholesale Retail Variance 

Residential    

Business 
 

   

Customer installation of 
Basic Access completed on or 
by target provisioning time or 
required customer time 
whichever is the latter — 
previous service available for 
automatic reconnection 

Total    

Residential    

Business 
 

   

Customer installation of 
Basic Access completed on or 
by target provisioning time or 
required customer time 
whichever is the latter — new 
service with available cabling 
and capacity 

Total    

 

Availability and Performance 
 
The two KPIs proposed by Telstra for availability and performance relate to access orders for 
Basic Access services that can be completed using available capacity and those that require 
additional infrastructure.  The KPIs are based on the actual times taken by Telstra to complete 
access orders for its wholesale and retail customers.  The proposed measures in the table 
below are based on end-to-end performance for wholesale and retail customers together with 
a disaggregation showing residential and business customers.  The measure will be the 
percentage of access orders for Basic Access services completed within target timeframes, 
that is, the agreed provisioning timeframes or the required customer timeframe, which ever is 
the latter.  Telstra will also provide variance data.  This data will demonstrate any differences 
in availability and performance between Telstra’s wholesale and retail service customers. 
 
Availability and Performance – Basic Access 
 
Key Performance Indicator Customer Type Wholesale Retail 

 
Variance 

Residential    

Business 
 

   

Access orders completed with 
available infrastructure, 
completed on or by target 
provisioning time or required 
customer time whichever is 
the latter 

Total    

Residential    

Business 
 

   

Basic Access orders, which 
require new infrastructure, 
completed on or by target 
provisioning time or required 
customer time whichever is 
the latter 

Total    

 

 10



Billing Notifications 
 
Telstra’s proposed KPIs for billing notifications are based on the percentage of calls accuracy 
charged and billed in relation to its Basic Access service for its wholesale and retail 
customers.  The proposed measures in the table below are for wholesale and retail customers 
together with a disaggregation showing residential and business customers.  Telstra will also 
provide variance data.  This data will demonstrate any differences in billing performance 
between Telstra’s wholesale and retail service customers. 
 
Billing Notifications – Basic Access 
 
Key Performance Indicator Customer Type Wholesale Retail 

 
Variance 

Residential    

Business 
 

   

Calls accurately charged and 
billed 

Total    

 

Appointments Met 
 
Telstra’s proposed KPIs for appointments met are based on the percentage of appointments 
met in relation to its Basic Access service for its wholesale and retail customers.  The 
proposed measures in the table below are for wholesale and retail customers together with a 
disaggregation showing residential and business customers.  Telstra will also provide 
variance data.  This data will demonstrate any differences in performance in meeting 
appointments between Telstra’s wholesale and retail service customers. 
 
Appointments Met – Basic Access 
 
Key Performance Indicator Customer Type Wholesale Retail 

 
Variance 

Residential    

Business 
 

   

Customer appointments 
Met within  
target time — standard CSG 
time frames 

 
Total 
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Questions for Respondents 
 
The Commission is seeking views from interested parties on: 
 
— Telstra’s Basic Access service as the relevant service for comparative purposes;  
 
— the appropriateness of the proposed KPIs; 
 
— the proposed customer groups, that is, wholesale and retail customers by residential and 
business customers; 
 
— the need for specific KPIs for the corporate segment of  the business customer group and, 
if so, the type of KPIs that would be appropriate?;   
 
— the proposal that CSG timeframes service as the standard basis for developing the KPIs; 
and 
 
— any other issues that may be relevant in  this context. 
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3. Reporting 
The final stage of the KPI development process involves the establishment of a reporting 
regime to meet the Government’s objectives.   
 
To preserve commercial confidentiality, Telstra considers that only the variance information 
contained in the tables above should be published.  The Commission would be interested in 
the views of industry on whether the underlying data should also be disclosed publicly.  The 
Commission considers that the underlying data should in any case be disclosed to the 
regulator.  In this regard, the Commission would seek to obtain this information, if necessary, 
by issuing a separate record-keeping rule under the normal RKR provisions that will require 
Telstra to provide the underlying data (audited) used to derive the variance data.  
 
 

Questions for Respondents 
 
The Commission is seeking views from interested parties on whether publishing only the 
variance information in relation to KPIs, outlined above, will: 
 
— provide sufficient transparency; and 
 
— meet the Government’s objectives. 
 
If interested parties believe that variance information is deficient for the purposes of 
providing transparency and effective comparison of Telstra’s wholesale and retail 
performance, please suggest: 
 
— what information and the level of detail with which this information should be disclosed. 
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