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1 Executive Summary

On 14 February 2012, the Australian Competition @odsumer Commission
(ACCC) declared the wholesale ADSL service (thevise) under section 152AL of
the CCA and commenced a public inquiry under ParfZheTelecommunications
Act 1997 (Cth) about a proposal to make a final accessmeétation (FAD) in respect
of the Service.

While the legislation does not require the ACCGdoso, the ACCC is providing this
Statement of Reasons as a guide to its decisimste this IAD for the Service.

For a newly declared service such as the declahedesale ADSL service, in certain
circumstances the ACCC must make an interim aatetesmination (IAD), and can
otherwise choose to make an IAD, to operate urEhB is made.

The ACCC has made this IAD as it considers thigtuinlikely that a FAD will be
made within the next six months given the rangaagkss terms that would likely be
raised for possible inclusion in the FAD, and taege of possible approaches to
developing such access terms. The IAD will alsosjgi® additional certainty as to the
terms and conditions of access to the Service artAD can be made.

The IAD contains key price-related terms and naoepterms which will provide a
default position to apply where an access seekernacess provider cannot agree
those terms. The IAD also restricts the applicatibthe Standard Access Obligations
to Telstra as the dominant supplier of the Service.

The IAD applies from 15 February 2012 to 14 Feby 2413 unless sooner revoked.
The IAD will be automatically revoked when the AC@&Sues the FAD.

2 Legislative framework

Part XIC of the CCA provides for a telecommunicati@ccess regime under which
the ACCC can set default terms of access to detkaersices by way of an Access
Determination (‘AD’).

An AD can also incorporate provisions which providat the standard access
obligations (SAOs) are not applicable to a camiecarriage service provider (either
unconditionally or subject to specified conditiardimitations). Similarly, it may
include provisions that restrict or limit the agaliion to a carrier or carriage service
provider of any or all of the SACs.

A term of access that is specified in an AD appibere there is no commercial
agreement between the access seeker and acceseptbat addresses that term.
Hence, an AD creates a benchmark which the paréiedall back on while still
allowing them to negotiate different terms.

Where ADs specify terms and conditions of accéses; must include terms and
conditions relating to price (or a method of asaarhg a price) and may also contain
non-price terms.

An AD can be of an interim (IAD) or final (FAD) nate. Compliance with IADs and
FADs is a carrier licence conditidband a service provider ruteHdowever, IADs and

! Paragraphs 152BC(3)(h) and (i) of the CCA.
See section 152BC of the CCA.
3 Section 152BCO of the CCA.



FADs do not apply to the extent they are inconsisteth access agreements reached
between parties.

I nterim access determinations

The ACCC can make IADs in various circumstanceduuting where a service is
declared and no FAD has previously been made atioel to that servic®.

For services that are newly declared (that isstheice is declared after the
commencement of section 152BCG of the CCA and doeseplace an earlier
declaration), such as the declared wholesale Alice, the ACCC must make an
IAD in certain circumstances.

These circumstances are that a FAD inquiry has beemmenced but the ACCC
considers either:

e itis unlikely that a FAD will be made within sixanths of the FAD inquiry
commencing, or

- there is an urgent need for an access determinttiapply before the FAD
inquiry concludeg.

The CCA does not require the ACCC to undertakeldipinquiry before making an
IAD® or observe any requirement of procedural fairmessn making an IAD. The
CCA does not specify any matters that the ACCC nrakst into account when
making an IAD*® The ACCC can amend an IAD at any time before a FABade'?

An IAD for a declared service is automatically rkgd when a FAD is made for that
declared servic¥

3 Background to ADSL services

Digital subscriber line (DSL) technology, in bro@dms, enables the supply of high
bandwidth services (such as broadband internesagce

ADSL (asymmetric) services have a downstream ddtathat is higher than the
upstream data rate, and is the major technologip{ed line internet connections in
Australia’® ADSL services are typically used by residentiasmiall business
customers.

Section 152BCP of the CCA.

Section 152BCC of the CCA. An access determinadiso does not apply to the extent it is
inconsistent with a final migration plan: secticsPBCCA of the CCA.

Subsection 152BCG(2) of the CCA.

Subsection 152BCG(1) of the CCA.

Subsection 152BCH(2) of the CCA.

Subsection 152BCG(4).

10 Subsection 152BCA(4) of the CCA.

1 Subsection 152BCN(1) of the CCA.

12 Subsection 152BCF(9A) of the CCA.

13 By June 2011, DSL technology accounted for 83cpet of total internet connections in
Australia: Australian Bureau of Statistics (ABS)tdrnet Activity, Australia, June 2011.
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There are approximately 2800 “ADSL-enabled” excleaservice areas (ESAY).In
the large majority (approximately 80 per cent) efstra’s ADSL-enabled ESAs,
Telstra is the only provider of wholesale ADSL seeg™®

In the remaining ESASs, there has been investmerdnmpeting DSL networks
operated over the ULLS or LSS. However, the largéthese networks reaches only
[c-i-c] per cent of the ADSL-enabled ESAs, and has a mowiler market share in
the ESAs in which competing networks are presear@und[c-i-c] per cent of
services in those areas as compared to the afourg] per cent market share of
Telstra’s DSL network in those ared8).

Wholesale ADSL services allow service providersriter ESAs and supply end-user
ADSL services without the need to deploy their d8L network infrastructure.
Access seekers must still invest in other inpwtises such as international and
domestic inter-capital transmission, internet catingy and other downstream
applications and content support, and customeratppd retailing facilities.

Wholesale ADSL services comprise both a local accemponent from the network
termination point at the customer premise to tlwallexchange, and a backhaul
transmission component between the local exchangj¢h& point of interconnection
with the access seeker’s network, which is typyclitated in the CBD of the
relevant state.

This backhaul transmission is supplied in an agapeetprm, whereby data from the
service provider’'s end-users, including from endriservices physically connected to
different DSLAMS, is aggregated into a “stream” fl@livery to the access seeker.

The backhaul interface can be either an AGVC or MLAsing either ATM or
Gigabit Ethernet as the communication protocoleespely). The access seeker
acquires backhaul transmission capacity over titatface to a specified throughput
that it chooses.

Notwithstanding this aggregation in the backhauhponent, the declared wholesale
ADSL service is from the perspective of the acsesker a layer 2 service, which is
used by service providers to access end-users &l Adervices.

Access seekers are able to differentiate theirussi-services in a variety of ways,
including through the level of contention that thesg in provisioning backhaul
transmission services, the usage quotas they affierthe customer support,
applications or content that they provide.

14 Telstra ADSL-enabled exchange listtp://www.telstrawholesale.com.au/products/data-

broadband/adsl/adsl|-reports-plans/index.htm
15 ACCC, data obtained under CAN RKR, December 2011.
16 ACCC, data obtained under CAN RKR, December 2011




4 Background on wholesale ADSL pricing
Telstra levies a range of charges when supplyinglegale ADSL service¥.
The main access charges (in order of materialigy) a

¢ A monthly chargefor each end user access.

In general, a zone structure applies to these esatmder which the charge
paid by access seekers is potentially dependemt tiygozone in which the
end-user is located. The zone structure appliesast, but not all, access
seekers.

The first of these zones (Zone 1) comprises ESAsdfre predominantly
located in metropolitan areas, but also includeesosgional areas.

Telstra also maintains Zone 2+3, which compriskstaer ESAs that are not
included in Zone 1.

The common understanding of access seekers iE8# are categorised in
this way largely on the basis of the presence logratise of competing DSL
networks. In this regard, ESAs contained in Zom® hppear to overlap
significantly with those ESAs in which competing ID&etworks have been
built while few such ESAs are contained in Zone %3

e Backhaul transmission (AGVC or VLAN) charges.

The monthly charge depends upon the ‘size’ of t/& or VLAN that is
acquired, i.e., the data throughput capacity thaiaiccess seeker acquires.

These charges are levied per AGVC or per VLAN, witleast one AGVC or
VLAN required per state in which wholesale ADSlaquired.

These charges are in addition to separate changési™M or TWE access.
e A connection charge

This is a one off charge for the connection of &5A service and can be
referred to as an installation charge or a traridfarge.

Different charges can apply depending upon whetheot the service is
being transferred and if so the type of transfeolwed: where the end-user
service is being migrated from another wholesalé&SRBervice (Type A) or
from a line sharing service (Type B).

e An early termination charge
This is a one off charge that is imposed on caateft of a service.

7 See Telstra, Fact Sheet Data Solutions DSL lateéBnade, available at:
http//www.telstrawholesale.com; Telstra, “A GuideTtelstra’s price-related interim equivalence
and transparency obligations”, published on 5 Sapé&z, at p.3, and available at:
http://www.accc.gov.au/content/index.phtml/itemi@@B999 p4; and information that Telstra
supplied to the ACCC on 12 January 2012 in resptinges.155 notice.

Exchanges specified by Telstra on the ADSL ErthBlechange list as Zone 1 exchanges
correlate strongly with the presence of competitastructure (as shown in data obtained under
the Telstra CAN RKR). There are also public soufoe€SAs in which competitor DSL
infrastructure has been deployed.

18



It is only applied where the service is terminatgthin a prescribed period,
and is waived in some circumstances, e.g., whersdhvice is migrated to a
Telstra wholesale fibre access broadband prodygdligal to the customér.

5 1AD for wholesale ADSL

The ACCC has decided to make an IAD for the dedlareolesale ADSL to
commence from 15 February 2012. This IAD contaig firice and non-price terms
of access that will be applicable where the acsesker and access provider cannot
agree on the terms to apply.

The ACCC made this IAD as it considers that a FAbthe Service will not be made
within six months, and that an IAD is required toyide certainty as to the default
terms and conditions of access until the FAD isenad

6 Overall approach to making the IAD

The CCA mandates a list of criteria to be considevben the ACCC makes an
access determination. However the listed critaganat mandatory in the case of an
interim access determinatiéh.

In making this IAD, the ACCC has been guided bydbgct of Part XIC of the
CCA, namely to promote the long term interestsraf-asers of carriage services or of
services provided by means of carriage servicesL(THE) >

This object has three limbs: the promotion of cotfitipa, the achievement of any-to-
any connectivity and the encouragement of econdlyietiicient use of and
investment in infrastructure. The ACCC'’s views awtthis object should be
interpreted and applied when making an accessrdetation are provided in
Attachment A.

In deciding to address particular access termiisnlAD, the ACCC has considered
their likely importance to achieving these objeetivand whether it has sufficient
information available to it to reasonably specéyns to apply, in the interim period
until the FAD is made. Other access terms can Hesaded through the FAD inquiry
process.

Competition in markets

In deciding whether making the IAD would promote thTIE, the ACCC considered
whether doing so would be likely to promote contpmtiin markets for carriage
services and services supplied by means of carsaggces.

The ACCC first broadly identified the scope of tkeéevant markets likely to be
affected by the IAD. In this regard, the ACCC’swigs that the IAD will affect retail
and wholesale markets for the supply of fixed-limeadband services, either as
standalone services or bundled with voice serviersluding Voice over Internet
Protocol (VoIP) and mobile originated calls).

See Telstra submission, 19 January 2012, p.16.
20 subsection 152BCA(4) of the CCA
#L Section 152AB of the CCA



These markets have been the subject of ongoing &titop concerns, which stem
from the terms on which Telstra supplies the whalleADSL servicé” These
competition concerns relate to:

« The level and structure of prices for wholesale AB8rvices, including that
access charges are high when compared to prevegliad charges

« Price discrimination between access-seekers tisathiegpotential to diminish
competition and is not based on efficiencies betwszess seekers — in
particular price discrimination that is directechangt access seekers who
choose to use their own infrastructure or obtaiolesale services from
alternative providers

« Telstra’s ability and incentive to leverage its doamt position in the supply
of wholesale ADSL services to discourage competitionduct and the use of
competitive infrastructure where it is efficientdo so.

The ACCC considers that making the IAD to applyiltmfinal access determination
can be made will promote competition by providingerim safeguards against these
competition concerns.

In this regard, the IAD provides for a ‘protectedail margin’ between Telstra’s retail
service prices and the wholesale charges thataadeby access seekers for the
Service. This margin has been calculated with & ¥eeallowing a service provider
that is as efficient as Telstra to acquire the 8erand compete in the supply of
downstream services, including expanding operatioggographic areas in which it
is not currently competing.

The IAD specifies prices that are generally belbe/wholesale prices that most of
the significant access seekers (in terms of nurmb8iOs acquired) are currently
paying for the Service. Hence, the IAD price temiis generally increase the retalil
margin that is available to access seekers wheplysng ADSL services based upon
wholesale ADSL inputs, and promote competition \Widistra’s retail ADSL
services.

In addition, the prices at which Telstra supplies $ervice are currently spread over a
broad range. This is apparent from the informatiat Telstra published in support of
the approach to wholesale ADSL pricing that wappsed in its SS&® This was
confirmed by the information that Telstra providedhe ACCC on 12 January 2012
pursuant to a notice to produce information.

As the IAD price terms are positioned at the loemd of this range, or in some cases
slightly below it, the IAD will generally place agss seekers on an equivalent footing
with each other in terms of prices paid for thevider. Hence the IAD is likely to
promote competition between access seekers.

Further, each service provider will have accedbeacharges specified in the IAD
irrespective of its business model or whether gusr@s other Telstra services. This
ensures that access to the level of charges cewitairthe IAD will not be subject to
limitations or restraints that have the potentiaiipede competitive activity.

22 See ACCCFinal Decision - Declaration of the wholesale ADSL service under Part XIC of the
Competition and Consumer Act 2010, Section 3.2.

See Telstra, A guide to Telstra’s price-relatgerim equivalence and transparency obligations, 5
September 2011.

23



The IAD also prevents the imposition of certaimsrof access that have the potential
to impede the development of wholesale marketsiipkas of such access terms are
prohibitions on resale, or notification and/or cemisrequirements for resale, or the
imposition of a surcharge on resale servié¢éghis reflects the view that these
restrictions or limitations on supply can impedeolelsale markets from developing,
including for those service providers that wouldfpr to acquire wholesale ADSL
services from a single wholesale supplier.

Economically efficient use of and investment in infrastructure

The ACCC also considered whether making the IAD lavdoe likely to encourage the
economically efficient use of, and economically@ént investment in, the
infrastructure by which listed carriage services supplied, and any other
infrastructure by which listed services are, orléy to become, capable of being
supplied?®®

In doing so, the ACCC firstly formed the view thiais technically feasible for the
services to be supplied and charged for as pdAibeln this regard, the IAD is
consistent with Telstra’s existing charging constifor the Service, including the
structure of charges.

This includes retaining the zone structure — agigts on the date that the IAD is
made — which Telstra applies for wholesale ADSL thiynend user access charges.

That said, categorising ESAs into zones based thppresence or otherwise of
competing infrastructure, and not upon significdifferences in the economic
characteristics of the ESA that affect the costest/ice provision, would on its face
raise issues that the ACCC would intend to consideetail during the FAD inquiry.

The ACCC also considered the legitimate commenatatests of Telstra as the
dominant supplier of the Service and of other sigpp| including the ability to exploit
economies of scale and scope.

In this regard, the ACCC formed the view that, tresgthening competition, the IAD
would tend to increase cumulative demand for thei&eand downstream ADSL
services to some extent, which in turn would temddsist in exploiting these
economies. This reflects that Telstra uses comnetmaork infrastructure to provide
both retail and wholesale ADSL services, and héniseoverall demand for retail and
wholesale services that drives the bulk of thesmeaies.

On the other hand, by reducing some of the relesfaautges below levels currently
prevailing in the market, the IAD will likely rededhe revenues earned from
supplying wholesale ADSL services to some extent.

The possible effect on these wholesale revenuésigpend mainly upon the extent to
which the IAD prices are below the average whokegaice that would otherwise be
paid by each individual access seeker. It will @lepend upon the extent to which the
IAD prices are taken up by individual access sexker

Information that Telstra has supplied concernirgdgbmmercial agreements of all
significant access seekers of the Service provid@sparency over the range of

24 In this regard, the charges specified in scheB&the IAD would also apply to wholesale

ADSL services acquired for the purpose of resale.
% Subsection 152AB(2) of the CCA.



wholesale prices that those access seekers cyrfaod, and in turn allows an
estimate to be made of the overall effect on T&lstiwvholesale ADSL revenues if
access seekers were to instead have access toaifyes specified in the I1AB.

Based upon this information, the ACCC estimates tévenue effect as being up to
around[c-i-c] per month. This estimate has been prepared doltbe/ing basis:

« access seekers have access to the IAD prices (@hsoene access seekers
might not be able to access these prices for song €.9., where they are
currently ‘on contract’)

« special discounts or rebates that wholesale customight have obtained in
any event under their contracts are not considexed, any discounted
‘winback’ pricing that Telstra offers is not takemo account

« where a customer’s contract sets out multiple tattées to apply, e.g., to
grandfathered services and new services respegtivved assumed all current
supply is as per the higher of these rate tables

« average prices for ADSL1 plans are calculated Ipjyamy (i) the ADSL1
customer profile across all wholesale customeysqieach wholesale
customer’s rate table for ADSL1 services (whicHudes prices for each
speed tier)

« potential reductions that might have been madeli&lAprices in the absence
of the IAD are not considered

« the observed revenue effect for those wholesal®oess included in the
analysis (which represents around 90 percent ofeghte SIOs) is scaled up
to provide an estimate for all wholesale services

A number of the positions taken during this analysnd towards overstating the
revenue effect of the IAD, hence the estimate iprEs an upper bound. For instance,
if the analysis was instead undertaken on the Ilagisall supply was currently made
to wholesale customers with multiple rate tablethatilesser rather than the higher of
those rate tables, then the estimate of this rexeffect would reduce to aroupai-

c] per month.

The ACCC has also considered incentives for investrin the infrastructure by
which services are supplied; and any other infuattire (for example, the NBN) by
which services are, or are likely to become, capabbeing supplied, and the risks
involved in making the investmefit.

The ACCC'’s view is that the IAD will provide appnagite incentives for Telstra to
continue to invest in infrastructure used to sugkDSL services.

In this regard, the prices specified in the IAD iréne with the allowances that
Telstra implicitly makes for the recovery of theseestments, including an
appropriate return on capital employed, when supglyetail ADSL services. This is
because the IAD prices have been set at a leviel'#istra implicitly provides to
recover its average network costs from retail AD&kenues after accounting for its
retail costs.

® " This information was supplied on 12 January 2013yant to a s.155 notice

27 Subsections 152AB(6) and (7A) of the CCA.



Hence, it is unlikely that the IAD would preventi3tea from recovering the costs of
its DSL network and other relevant investmentduitiong earning an appropriate
return commensurate with risk on capital employed.

The ACCC also formed the view that the IAD will moaterially affect incentives for
service providers to invest in their own DSL netkgand other facilities.

In this regard, the ACCC considers that makingl&i2 will not deter service
providers from maintaining existing DSL and bacKhatworks, and augmenting
capacity on those networks. This conclusion arfiss the largely fixed and sunk
nature of these networks, and hence a servicegeowould face lesser costs by
using its existing network facilities rather tharmgmating services to the Telstra DSL
network and pay the charges specified in the IAD.

Further, the IAD charges are unlikely to deter stagent by other service providers in
existing facilities to provide wholesale servic&is view reflects the difference
between regulated access rates for the ULLS arsthjpecified in the IAD, either
alone or in combination with the regulated rateslie WLR. These differences
indicate that it is likely that an efficient sergiprovider could acquire the ULLS and
supply downstream wholesale services at the rawsfeed in the

IAD. As noted previously, these networks have lediggeographic reach, and this
wholesale competition has not fully developed teda

Similarly, the ACCC considered whether making AP Icould deter service
providers from investing in further DSL network dpackhaul facilities so as to
expand into additional ESAs. The ACCC formed trewthat the risk of the IAD
having this effect was low given the limited prosisefor significant network
expansion in any event.

This reflects, firstly, the low trend data for D&ktwork expansion that Telstra
reports under the Telstra Customer Access NetwedoRl Keeping Rufé, and
secondly the absence of a clear catalyst to ingigaa significant expansion in the
footprint of competing networks. Consequently, phespect for significant network
expansion appears modest in any event.

Further, whether the IAD would preclude serviceviders from making additional
network investments that were otherwise econonyidaisible would depend upon
the costs and benefits of providing on-net servaceesompared to using the Telstra
network at the IAD rates. In this regard, the ACE@ew is that the access charges
provided in the IAD would not ‘tip the balance’ away that meant an access seeker
would always choose to buy access to the Telstiam28vork instead of investing in
their own facilities.

The ACCC also considered the possible consequefieeaking the IAD for NBN
investment incentives. In this regard, the ACCQrfed the view that the IAD will not
deter NBN Co from investing in its fibre accesswaks. This is because the access
prices in the IAD are materially above the levelvadich NBN Co has announced an
intention to supply similar access services, anttaehere is little potential for the
IAD to deter service providers from migrating sees onto the NBN as it becomes
available.

% Summary reports for each quarter since Septe@0@F are available at www.accc.gov.au



Any-to-any connectivity

The ACCC considered that the making of the IAD wioubt have an effect on the
achievement of any-to-any connectivity. This isdaese the IAD deals with
commercial terms of access only and does not asltkeses relating to the
interconnection of networks.

7 Particular issues relevant to making the IAD
7.1  Pricerelated terms and conditions

A number of issues of methodology and quantificaicose when developing the
price terms that are specified in the IAD.

Choice of methodology

The IAD is based upon a Retail Minus Retail Cos¥ifC) methodology, which
calculates a wholesale rate table from Telstraalrprice terms and the costs it
incurs in transforming network access into retdil3L services.

This method takes as its starting point Telstraeyage retail price for ADSL services
(net of discounts), and then deducts Telstra'sayeecost of converting wholesale
access into retail services to provide a measuneooithly wholesale yield.

That is, the RMRC method will identify the residwélretail ADSL revenues after
Telstra has accounted for the costs it incursaiostiorm the wholesale input into a
retail service. This residual is the implicit whedde revenue that Telstra would have
available to recover its wholesale input costs wihenpplies ADSL services.

The RMRC method then breaks this wholesale yieldsuee down into a wholesale
rate table that includes the material individuargfe items that wholesale customers
face: connection, early termination, monthly endruesccess and AGVC/VLAN
charges. An allowance is also provided for the oiffeolesale charges that are
imposed from time to time for access to the Setrvice

This step essentially seeks to identify the chéegas that Telstra would implicitly
face if the same charging structure was applidabth the retail business and to
wholesale customers.

Further details concerning the implementation o thethodology are provided later
in these reasons.

The choice of the RMRC methodology reflects the A view that if properly
applied this methodology can address the immedm@tgpetition concerns relating to
the Service. Further, the RMRC methodology cangpdied relatively quickly, as
typically less information is required and necegskata are more readily available as
compared to other pricing methodologies.

An alternative would have been to adopt a costdasethod, similar to that which
the ACCC used in developing the 2011 FAD for fiXiee access servicés.
However, developing cost based charges would take time and hence was not
considered as suitable for making a timely IADhistcase.

2 See ACCC, Inquiry to make final access deterrionatfor the declared fixed line services, Final

report, July 2011
10



While the ACCC has not chosen a cost based metbggdbr the purposes of this
IAD, this is an issue that the ACCC will considerther during the FAD inquiry. It
should not be presumed from making this IAD thatACCC has a current
presumption as to which methodology would be peddter for the purpose of a FAD.

Application of the RMRC methodol ogy

The detailed RMRC method that was used to calcth&téAD price terms is based
on a method proposed by Telstra in support of 85 Sand reflected in a confidential
price model that Telstra provided to the ACCC orNb®&ember 2011 (the Telstra
price model).

This price model contains a range of data thatandidential to Telstra such as the
amount of costs it incurs in retailing ADSL sengcand the distribution of its retail
customers across individual ADSL plans and bungleducts that include ADSL.

The ACCC made some changes to the detailed metiabavas reflected in the
Telstra price model. These changes are outlineml\bd&lhe updated methodology is
applied in the price model at Attachment B (the AC@ice model). The ACCC price
model uses a range of data that are confidentigélstra and which were sourced
from the Telstra price model.

— Averageretail price

The method used to calculate the average retag gwhich provides the starting
point for the RMRC calculation) was modified to:

« include in the calculation all retail ADSL plansatiTelstra was offering at the
time it provided its model, and not just retail AIZS- plans — this in effect
results in an average retail price that is ‘blendedoss both ADSL2+ and
other ADSL services. This reduces the retail ysgthewhat to the extent that
other ADSL services are sold at a discount to ADSpR&ns.

« reduce the measure of Telstra’s connection revembetter reflect Telstra’s
current retail ADSL connection charges of $90 (&R¢l) on a twelve month
contract or $0 on a twenty four month contricEhe monthly connection
revenue was calculated by amortising an averaggeld $45 (GST excl)
over an eighteen month period. This reflects arakdistribution of retail
connections on twelve month and twenty four mordémg. This reduces the
monthly yield somewhat from the value used in tleésifa model, which
calculated this measure by amortising a charde-t] (GST excl) ovefc-i-
c] months.

« make an allowance for short term offers, and lgllevel discounts and
rebates, that Telstra offers from time to timeslasrt term offers and not all
discounts and rebates would be reflected in thstieeprice model.

These changes reduce the average retail pricemusieel ACCC price model tfe-i-c]
per month, which is arourd-i-c] per month less than the Telstra price model
provides.

%0 Source: http://go.bigpond.com/broadband/29-plan/
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The ACCC made these changes to ensure that aemss's are not disadvantaged
when matching Telstra’s retail plans (including fileore basic ADSL services), to the
extent that they have a similar customer mix astial

Making these reductions better aligns the averatgl price used in the ACCC price
model with the retail yields for fixed broadbandwsees (excl hardware) that Telstra
reports in its public 2011 full year results an@@ions review? Telstra’s most
recent public results indicate that this retailg/imeasure has not materially changed
from the June 2011 val{a.

These publicly reported retail yield data refleattbretail DSL and cable services,
however, they provide an indication that the yieédstra actually achieves on retail
ADSL products is likely to be close to, and is kaly to be below, the average retail
price that is used in the ACCC price model.

In this regard, most recent data that Telstra bppleed to the ACCC under the
Division 12 RKR broadly indicates that Telstra’seage retail ADSL yields would
be at or slightly below the yield it earns on refiaied broadband services more
generally. Further, the average retail price usetié ACCC price model remains
above (by less than five percent) the publicly regubyield for retail fixed line
broadband services (excl hardware) that Telstrartep

The IAD does not specify separate wholesale pfimeshere the Service is acquired
on a stand alone basis or as part of a broadeuprtdndle, but rather specifies a
‘blended’ wholesale price that applies to eachurirstance.

This issue arises because Telstra offers a ‘bugdliscount’ where the retail ADSL
service is taken as part of a broader retail produndle. Hence, an average
‘bundled’ retail price will be lower than an aveeagtand alone’ retail price. The
method that the ACCC has applied results in anadvaverage retail price which
falls between the two bounds.

The ACCC'’s current view is that a blended approaithallow service providers to
compete through the offering of bundling discountthe same extent that Telstra
does.

Consequently, for the purpose of the IAD, a singtail starting price has been
calculated, rather than calculating separate stpdrices for stand alone and bundled
ADSL services.

A related issue is the treatment of retail ADSLvgmss that are sold as part of a
bundled product without an explicit price for th®8L component. For those
bundled plans, the ACCC has adopted the same mathads used in the Telstra
price model, which is to derive the bundling distcblly deducting the bundled
product price from the sum of the prices at whiceils the component products on a
stand alone basis. This bundling discount is tipdibhequally between the component
products.

81 The exclusion of fixed broadband hardware revésuensistent with the approach taken in the

ACCC price model and Telstra price model, whichheaxclude revenues and costs associated
with the supply of ADSL hardware

%2 Telstra 2011 Annual Report, p.14, reports a mgntield of $56.04 for retail fixed broadband
services (excl hardware) for 2010-11, trending dénvm the prior year.

3 Telstra, Report for Half Year ended 31 Decemifdrl2 p.14, reports a monthly yield of $55.39
for retail fixed broadband services (excl hardwdoethe six month period ending 31 December
2011.
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The ACCC did not adopt an approach for the IAD tbak the lowest retail price in
the market as the starting point. This reflectedview that such an approach would
not provide a reasonable basis to set wholesalelADiSes that were broadly
applicable to the Service.

— Retail cost measures

The overall retail cost measure was calculatedguia same method as was used in
the Telstra price model and was based upon the sadexlying cost data.

However, the ACCC applied the WACC value that weeduin the July 2011 fixed
line final access determination (8.54 per c&mgther than a higher WACC value that
was used in the Telstra price model. This was donthat regulatory pricing
decisions for fixed line services reflect a coresview of an appropriate return
commensurate with risk on capital employed in plong these services.

This lowered the allowance for the cost of caghal Telstra has employed in the
retailing of ADSL services. This had the effecsbghtly reducing the measure of
Telstra’s retail costs (by 2 per cent) andeasing the derived wholesale yield.

The ACCC also reclassified certain of the retagdtamategories from being of a fully
fixed nature so that a proportion of those costdi@ated as being variable in the
short run. The relevant cost categories were sagis|lation/activation, customer
support and billing. This reflects the view thdthaugh Telstra would face these
costs should it cease to supply retail ADSL sewvmeross all ESAs in which it
currently operates, the amount of costs Telstraaviace would reduce to an extent.

The ACCC modified these classifications after reimy Appendix A to the ADSL2+
reference price documentation and a listing of posi allocation driver trees that
Telstra provided to the ACCC in 2011, which proddelditional explanation of the
nature of the costs included within the relevarst @ategories.

A geographic increment was chosen for this anabsithe classification of costs
informs the balance of monthly end user accessgyesan Zone 1 and Zone 2+3
respectively — that is, the RMRC model calculatesithly end user access charges in
each Zone so that they allow an access seekecdwearall short run marginal retail
costs, and a proportion of fixed costs, from rexenthat would be earned in that
Zone.

This adjustment rebalances Zone 1 and Zone 2+3ebdo an extent, so that Zone 1
prices increase and Zone 2+3 prices decrease.

The ACCC did not move to implement a nationally sietent wholesale charge for
the purpose of the IAD. Such a fundamental changled structure of access charges
would be better suited to consideration duringRA® inquiry.

— Connection and other charges

The Telstra price model was prepared on the blaatsatl new services would require
the payment of a standard connection charge, adris charge should be recovered
over twenty four months.

% ACCC, Inquiry to make final access determinatifoishe declared fixed line services, Final

report, July 2011, at p.49
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The ACCC varied each of these assumptions. An geesdnolesale connection
charge was calculated, rather than a Standardsacbhasgereflecting that Telstra
offers a different connection charge when worleguired at the exchange and when
the connection does not require this work. Thisiced the wholesale connection
charge amount.

The amortisation period was reduced from twenty foanths to eighteen months.
This change is consistent with the view, taken wtedoulating available retail
connection revenues, that retail customers woutthsé between twelve month and
twenty four month plans in roughly equal numbetssTends to increase the monthly
allowance to recover the wholesale connection @arg

The net effect was to reduce the allowance madthérecovery of wholesale
connection charges. As discussed later, this teniaerease the monthly end user
access charge.

The Telstra price model made an allowance for wdadeearly termination charges,

but did not include an allowance for other misaetlaus charges that an access seeker
would need to pay from retail ADSL revenues. Thaskide charges for reversals,
fault reporting, port reconfiguration, service dfiedtions and ATM/TWE accesS.

For the purposes of the IAD, the ACCC provided dowance of $1.30 per SIO/mth
from which to pay these miscellaneous charges. ihblades the amount that Telstra
proposed for wholesale early termination chargesyell as an additional allowance
from which to pay the other miscellaneous charges.

The allowance was made having regard to the ldveélstra’s standard charg8s
and the ACCC'’s view that many of the miscellanetherges, although of a material
value, would be incurred relatively infrequently.

This change tends to reduce the monthly end useisacharge given that the Telstra
price model only made an allowance for early teation charges and not the full
range of such charges that access seekers faceTgidiga’s wholesale ADSL
contracts.

The ACCC did not make an allowance for wholesast'fix’ charges. This is
because Telstra charges for this service at tld letel, and hence a wholesale
customer that acquired the wholesale fast fix sergould similarly pass the
wholesale charges through to the retail customanasdditional fee.

— AGVC/VLAN charges

In broad terms, under a RMRC methodology, wholea&ISL charges should reduce
as customers use their ADSL connections to sendeu®ive more data, i.e., as
AGVC/VLAN network utilisation increases. Telstrapained this when supporting
the use of RMRC for calculating wholesale ADSL psdor the purpose of its SSU:

% As noted previously, ATM/TWE access is a prersifito the supply of wholesale ADSL

services — see Telstra, Fact Sheet Data Soluti®@tsiBternet Grade, available at:
http//www.telstrawholesale.com

These standard charges for many of the miscellaneharges are provided in the information
Telstra provided on 12 January 2012; details ofX®/TWE charges were provided in
confidential submissions to the wholesale ADSL deation inquiry.

36
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Increases in retail customer usage mean that nadeengeds to be transported
from its sources to end users and, to replicateffees made by Telstra’s
retail business units, wholesale customers wouddl e purchase more
AGVC transmission. Therefore, the AGVC price comgrarwill need to fall

as Telstra’s retail customer usage incredSes.

The ACCC has implemented this objective in the Igizing by first calculating the
monthly AGVC/VLAN yield that was implied from the€lstra price model¢-i-c]
per SIO per month fc-i-c] Mbps x $55 per Mbps).

The ACCC then unitised this yield based upon tmedast busy hour network
utilisation rate for Telstra’s retail ADSL servicesthe period to which the IAD will

apply.
This method applies the resulting price changesddAGVC/VLAN price element,
rather than monthly end user access charges. ppreach was considered

appropriate given it more directly allows wholesalistomers to match the Telstra
retail offers that are causing the increase in agtwtilisation.

A separate estimate was made for average netwitidation (averaged over Telstra
retail ADSL SIOs) for the half year to 30 June 2@h2l the half year to 31 December
2012. The ACCC made these estimates based upopalata that are contained in
the Telstra price model for June 2011 and June 281 a simple arithmetic
progression.

These estimates where then applied to derive sepai@nthly AGVC/VLAN charge
rates per Mbps to apply up until 30 June 2012 amwh fl July 2012 respectively.

The ACCC calculated separate AGVC/VLAN charge rédegach six month period,
rather than specified a more averaged annualThts reflects that the busy hour
network utilisation rate for fixed broadband seegds growing strongly, and is likely
to continue to do so for the period to which th®Ilrelates.

This is apparent in the average network utilisatlata that are contained in the
Telstra price model. Similarly, the ABS reports whgirong growth in volume of data
downloaded over fixed broadband services, whidorsistent with a substantial
increase in the average busy hour network utitisati

Looking ahead, a key driver of network utilisatisrdemand for high bandwidth
applications supplied over ADSL services, suchPa3/ and other audio visual
applications or content. In this regard, Telstradggvely promoting IPTV services
supplied over ADSL services, and has indicatedithvaishes to continue to grow this
business further in futurg.

The resulting AGVC/VLAN charge rates specified e tAD are less than the $55
per Mbps rate that is used in the Telstra priceehdchis results from applying
(higher) demand forecasts specific to the periogtah the IAD will apply.

37 See Telstra, “A Guide to Telstra’s price-relairgrim equivalence and transparency

obligations”, published on 5 September, at p.3, arallable at:
http://www.accc.gov.au/content/index.phtml/itemi@dB999
% ABS, Internet Activity Australia, June 2011 puihied 28 September 2011. The correlation
between increases in volume of data downloadedasgd hour network utilisation rate will
depend upon the distribution of the additional dmads around the busy hour.
McDulling, Telstra expands its vision for T-Bokuystralian Financial Review, 30 January 2012.
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On the other hand, the AGVC/VLAN rate that was eored in the Telstra price
model was for the 12 month period ending 30 Juri28nd included in its
calculations data for the six month period precgdire making of the 1AD, in which
demand was relatively low.

— Wholesale early termination charges

Telstra charges an early termination fee when @&eis cancelled within a specified
period from connection, but does not charge adea Service that is connected for
more than the specified period. Telstra’s stantlemti is that a fee of $50 is payable
for a termination within six months of connectiér the purposes of the IAD, the
ACCC preserved this position.

The ACCC notes that Telstra waives this fee fovises that migrate to a Telstra
wholesale fibre access broadband service onlynbiavhen services are migrated to
competing networks. Hence this price term has ttential to distort commercial
decisions of access seekers should they migratessito wholesale fibre products.

At this stage it is not clear that there will bgrsficant migration of services from
wholesale ADSL to fibre networks during the perindvhich the IAD will be in
effect. Consequently, the IAD does not addressphee term. This is a matter that
the ACCC could consider further during the FAD iimgyrocess, given the greater
potential for a significant migration of servicesthe medium term.

— Deriving individual charge items from the average wholesale yield

The ACCC used the same general method that isingbd Telstra price model to
derive the individual charge items (connection|ye@rmination, monthly end user
access and AGVC/VLAN charges) from the wholesadddymeasure.

This method first deducts, from the wholesale yialtbwance to pay the one off
connection charges, early termination and otheceliEneous charges, and the
monthly AGVC/VLAN charge per SIO. The remaining Wégale yield is recovered
through the monthly end user access charges.

Hence, increases in the amounts allowed for thevesy of the one off connection
and early termination charges, other miscellanebasges, and the monthly average
AGVC/VLAN charge, will tend to reduce the monthlyceuser access charge, and
vice versa.

— Updating the IAD charges

While the IAD price terms are consistent with catrdata, there is potential for an
RMRC derived charge to fall out of date with marétevelopments. Retail price
points, discounts or rebates, or the mix of custsroan affect the average retail yield
being realised. Similarly, the AGVC/VLAN networkiligation rate could increase at
a higher or lower rate than forecast, or retaiteosuld trend up or down over time.
Consequently, there will be potential for the RMB&ived charges in the IAD to
require periodic updating.

In this regard, the ACCC intends to monitor madketelopments and to consider
varying the IAD where it is appropriate to do so.
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7.2 Non-price terms and conditions

The ACCC decided to include certain non-price teams conditions in the IAD for
the Service to provide greater certainty to serpiiders of the default commercial
terms in the interim period before the FAD is made.

Standard commercial terms

The ACCC considers that the most appropriate stanuan-price terms and
conditions for the purposes of this IAD are thosetained in the 2008 Model Terms.
This is consistent with the view taken by the ACi@@naking other access
determinations.

The non-price terms and conditions in this IAD aoWe following matters:
(@) billing and notification

(b) creditworthiness and security

(c) general dispute resolution procedures

(d) confidentiality

(e) communication with end-users

() suspension and termination

This ACCC included those particular terms as itstders that they are the
fundamental commercial terms that are relevarthiécService, and the inclusion of
these terms in the IAD will reduce the potentialdsputes between parties in respect
of them until a FAD is made.

The IAD does not include the remainder of the 2D@tlel Terms. This is because
these non-price terms do not appear relevant teupply of the Service.

Restrictions or limitations on resale services

The ACCC also included additional non-price termd eonditions of access in the
IAD in order to respond to concerns (expressedibmsssions to the ACCC'’s inquiry
into whether to declare the wholesale ADSL serviba) particular access terms
could impede competition from developing in wholesaarkets.

In particular, submissions have raised a conceatr#strictions on the acquisition of
the Service for resale have been attached to coomheffers, and that this impedes
an access seeker in supplying wholesale ADSL sesvitccertain areas and more
generally*°

In this regard, the IAD provides that the Serviaa be acquired for the purpose of
resale on the terms specified in the 1AD, and @maccess seeker is not required to
notify Telstra when it acquires the Service forgypo a reseller (such as the identity
of its downstream customer) nor seek Telstra’s eohto that resale arrangement.

40 Sedc-i-c] submission, January 2012;i-c]. Information obtained from Telstra on 12 January

2012 under a s.155 notice identifies whether sindilems are being included in access
agreements for the Service.
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Access terms not addressed in the |AD

In the ACCC's inquiry into whether to declare thenfice, access seekers raised
concerns about a number of non-price terms. ThedA&s not address all of these
iIssues, but they can be considered in the FAD mgqui

Where the IAD has not addressed these access thimgeflects the view that there
IS not a clear requirement for the access terne ddressed for the interim period,
and/or that further information would be requiredspecify appropriate access terms
to apply in respect of those matters.

8 Application of the SAOs to non-dominant carriers

Applying the SAOs to Telstra will ensure that a vasale ADSL service will be
available in all ADSL-enabled ESAs, given that Tl's DSL network is present in
each of those areas. Further, it is only Telstmasess terms that have given rise to
competition concerns in regard to the Service.

In these circumstances, it is not clear that apglyhe SAOs to other access providers
— which operate DSL networks that reach only aixedly small proportion of ADSL
enabled ESAs — would promote the LTIE. Hence, &i2 provides that the SAOs do
not apply to access providers other than Telstoavéver, this is a matter that the
ACCC can consider further during the FAD inquiry.

9 Commencement and expiry

The IAD will commence on 15 February 2012 beingdhte immediately following
the day that the declaration of the Service canwesffect.

The CCA requires an access determination to spanifgxpiry date. The ACCC
considers that the expiry date should provide asdr that an interim access
determination will apply up until the date that #D is made. As noted below, the
ACCC is of the view that the FAD inquiry processlkely take longer than six
months. Consequently, the ACCC has specified teatAD will expire on

14 February 2013, which is twelve months from tatedhat the FAD inquiry process
commenced.

As noted above when a FAD commences, the IAD fat slervice will automatically
be revoked

10 FAD inquiry process
The ACCC has commenced a public inquiry into thé®Har the Service.

The ACCC expects that a wide range of issues wilidised in the course of the FAD
inquiry, including issues of fundamental approachricing the declared wholesale

4 Section 152BCF(9A) of the CCA.
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ADSL service and the scope and content of non-peigas that should also be
included.

It is the ACCC'’s experience that investigating asaching a view on such matters
takes considerable time. In particular, it is likéat additional information will be
required in order to evaluate the alternative apgines to developing the access price
terms for the FAD, and to implement the approaet ihadopted.

Consequently, the ACCC considers that it is unjikkat a FAD will be made within
six months of the FAD inquiry commencement.
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Attachment A

The object of Part XIC of the CCA is to promote lbeg term interests of end-users
of carriage services or of services provided bymsex carriage services (the
LTIE).*?

The ACCC considers the LTIE in the course of malingess determinations, and a
range of other regulatory decisions under Part &fithe CCA.

The ACCC has published a guideline explaining whanderstands by the phrase
‘long-term interests of end-users’ in the contehit®declaration responsibilitiés.
This approach to the LTIE was also used by the AQC@aking determinations in
access disputes. The ACCC considers that the gaerprietation is also appropriate
when making access determinations.

In the ACCC's view, particular terms and conditigmemote the interests of
end-users if they are likely to contribute towaittaks provision of:

® goods and services at lower prices
®= goods and services of a high quality, and/or

= 3 greater diversity of goods and servites.

The ACCC also notes that the Australian Competitidgbunal (Tribunal) has offered
guidance in its interpretation of the phrase ‘ldagn interests of end-users’ (in the
context of access to subscription television ses)ic

Having regard to the legislation, as well as thelgnce provided by the Explanatory
Memorandum, it is necessary to take the followirgfters into account when applying the
touchstone — the long-term interests of end-users:

* End-users: “end-users” include actual and poédifitisers of the service]...

* Interests: the interests of the end-users liektaining lower prices (than would otherwise be
the case), increased quality of service and inexkdssersity and scope in product offerings.
...[T]his would include access to innovations ... iguacker timeframe than would otherwise
be the case ...

* Long-term: the long-term will be the period owehich the full effects of the ... decision
will be felt. This means some years, being suffitiéme for all players (being existing and
potential competitors at the various functionagetof the ... industry) to adjust to the
outcome, make investment decisions and implementthyr— as well as entry and/or exit —

strategie34.5

More particularly, to consider the likely impactdrticular terms and conditions on
the LTIE, the CCA requires the ACCC to have regardhether the terms and
conditions are likely to result in:

2 section 152AB CCA

4 ACCC, Telecommunications services — declaratimvipions: a guide to the declaration
provisions of Part XIC of the Trade Practices Alelly 1999, in particular pp. 31-38.

4 ibid., p. 33.

45 Seven Network Limited (No 4) [2004] ACompT 11 at [120].
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= promoting competition in markets for carriage seegiand services supplied by
means of carriage services

= achieving any-to-any connectivity, and

= encouraging the economically efficient use of, andnomically efficient
investment in:

— the infrastructure by which listed carriage seegiare supplied, and
— any other infrastructure by which listed serviaees, or are likely to become,
capable of being suppliéd.

Promoting competition

In assessing whether particular terms and conditratl promote competition, the
ACCC analyses the relevant markets and consideeth@hthe terms of access
remove obstacles to end-users gaining accessvices!’

Obstacles to accessing these services includeittes guality and availability of the
services and operational processes that could ienpaahpeting providers from
supplying services.

The ACCC is not required to precisely define thepscof the relevant markets. The
ACCC considers that it is sufficient to broadlymdiéy the scope of the relevant
markets likely to be affected by the ACCC'’s regoitgtdecisions. In general terms,
the relevant markets could include those for thmobluof the declared services, or for
the supply of services (retail and/or wholesalejcluse the declared services as an
input.

Any-to-any connectivity

The CCA gives guidance on how the objective of Bmgny connectivity is achieved.
It is achieved only if each end-user who is supjligth a carriage service that
involves communication between end-users is abt®tomunicate, by means of that
service, with each other end-user who is suppligh the same service or a similar
service. This must be the case whether or notrileusers are connected to the same
telecommunications netwofk.

The ACCC considers that this criterion militatesaiagt the inclusion in an access
determination of terms and conditions that creataxles for the achievement of
any-to-any connectivity.

Efficient use of and investment in infrastructure

In determining the extent to which terms and coadg are likely to encourage the
economically efficient use of and investment irrastructure, the ACCC must have
regard to:

= whether it is, or is likely to become, technicdasible for the services to be
supplied and charged for, having regard to:

— the technology that is in use, available or kel become available

4 Subsection 152AB(2) of the CCA.

47 Subsection 152AB(4) of the CCA. This approactoissistent with the approach adopted by the
Tribunal inTelstra Corporations Limited (No 3) [2007] A CompT 3 at [92]Telstra Corporation
Limited [2006] A CompT at [97], [149].

48 Subsection 152AB(8) of the CCA.
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— whether the costs involved in supplying and chrydor, the services are
reasonable or likely to become reasonable, and

— the effects or likely effects that supplying atgrging for the services
would have on the operation or performance of tetfeaunications
networks

the legitimate commercial interests of the suppiesuppliers of the services,
including the ability of the supplier or suppli¢osexploit economies of scale and
scope

incentives for investment in the infrastructurevidyich services are supplied; and
any other infrastructure (for example, the NBNMWtyich services are, or are
likely to become, capable of being supplied, and

the risks involved in making the investmént.

The objective of encouraging the ‘economically@ént use of, and economically
efficient investment in ... infrastructure’ requdran understanding of the concept of
economic efficiency. Economic efficiency consistshwee components:

productive efficiency — this is achieved where uidiial firms produce the goods
and services that they offer at least cost

allocative efficiency — this is achieved where piiees of resources reflect their
underlying costs so that resources are then a#dddattheir highest valued uses
(i.e., those that provide the greatest benefitik&do costs), and

dynamic efficiency — this reflects the need forustities to make timely changes
to technology and products in response to chamgesrnisumer tastes and in
productive opportunities.

On the issue of efficient investment, the Tribumad stated that:

An access charge should be one that just alloveseass provider to recover the costs of
efficient investment in the infrastructure necegsarprovide the declared servite.

...efficient investment by both access providers arxkss seekers would be expected to be
encouraged in circumstances where access chargesetao ensure recovery of the efficient
costs of investment (inclusive of a normal retunnmvestment) by the access provider in the
infrastructure necessary to provide the declaredcse™

...access charges can create an incentive for apogsers to seek productive and dynamic
efficiencies if access charges are set having detgathe efficient costs of providing access to
a declared servic®.

49
50
51
52

Subsections 152AB(6) and (7A) of the CCA.

Telstra Corporation Ltd (No. 3) [2007] ACompT 3 859].
ibid. at [164].

ibid.
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Confidential ACCC price model



Annexure: Service description for the Wholesale ADSL
Service

The wholesale asymmetric digital subscriber linwise (Wholesale ADSL Service)
is an internet-grade, best efforts point to poarvie for the carriage of
communications in digital form betweerpaint of interconnection and arend-user
network boundary that:

(a) is supplied by means éfsymmetric Digital Subscriber Line (ADSL)
technology over a twisted metallic pair that ruresf the end-user
network boundary to the nearest upstream exchangévwor CMUX;
and

(b) uses a staticayer 2 tunnelling protocol (L2TP) over a transport layer
aggregate communications to the point of intercotioe.

Definitions

Where words or phrases used in this declaratiodefired in theCompetition and
Consumer Act 2010 or theTelecommunications Act 1997, they have the meaning
given in the relevant Act.

In this Annexure:

Asymmetric Digital Subscriber Linetechnology or ADSL means the protocols,
recommendations and standards set out in the ITI®9ZRecommendations.

Layer 2 has the same meaning as in the Open System Intexction (OSI)
Reference Model for data exchange.

apoint of interconnection means an interface that is:

(a) a physical point of interconnection which alfthe interconnection of facilities in
accordance with subsection 152AR(5) of @anpetition and Consumer Act 2010;

and

(b) located in the same state/territory that theeas provider associates with the
exchange service area in which dmel-user network boundary is located.

anend-user network boundary means the boundary point of the telecommunications
network that is:

() associated with the end-user premise; and

(ii) ascertained in accordance with section 2zhefTiel ecommunications Act.



