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 EXECUTIVE SUMMARY 

1.1 Optus welcomes the proposal to continue declaration of the domestic transmission 
capacity service (DTCS) for a further five years, after the current arrangements expire on 
31 March 2019. The efficient and effective regulation of wholesale transmission access 
is of utmost importance in the telecommunications industry. Optus supports the decision 
to retain the key elements of the existing DTCS service description. 

1.2 The ACCC has also proposed to vary the service description to take into account the 
structural change in the market for DTCS services, as well as changes in the way the 
DTCS is acquired. In particular, Optus supports the recognition of separate 
classifications for low, mid-range and high capacity transmission. Optus also supports 
the continued regulation of DTCS for all tail-end services.  

1.3 Optus considers that the proposed changes to identify key bandwidth markets will 
enable the ACCC to address many of the problems associated with previous pricing 
decisions. This would enable the DTCS to better promote the long term interest of end 
users. 

1.4 There have also been considerable changes in the market over recent years with 
significant market consolidation of independent suppliers (and acquirers) of transmission 
services. As a result, the number of transmission providers on a given geographic route 
is no longer a determining factor when assessing the level of competition. Instead, Optus 
considers that the weakened level of competition in the market may instead give rise to a 
case to remove exemptions altogether. 

1.5 Consequently, Optus does not support the revised competition assessment 
methodology. This has resulted in its decision to deregulate a further 137 metropolitan 
and 27 regional exchange serving areas, in addition to the existing list of deregulated 
exchanges.   

1.6 Optus submits that it can no longer be assumed that effective competition is present 
where there are sufficient providers on a specific route. Even with the presence of four 
integrated providers, there is no guarantee that wholesale services would be offered at 
efficient competitive prices.  
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 RELEVANT DTCS MARKETS 

2.1 Optus welcomes the ACCC’s Draft Report to extend the declaration of the DTCS for five 
years; and agrees with the ACCC’s acknowledgement on the relevance of transmission 
services as an essential input for the provision of downstream services. 

2.2 Optus supports the ACCC’s decision to identify different transmission categories that 
supply different services to distinct and separable downstream markets. The different 
types of transmission services have unique characteristics that result in some types of 
transmission products being substitutable for specific downstream markets and others 
that are not. Optus supports the recognition that there is not a one-size-fits-all 
transmission product. 

2.3 In particular, the ACCC has assessed three separate markets and found that: 

(a) The potential for the supply and demand for mobile backhaul services is 
limited, particularly in regional and remote areas. The ACCC therefore 
considers that the market for mobile services should be, at least, identified 
separately to provide clarity and enable regulated prices to be assessed in a 
future access determination. 

(b) The DTCS is increasing being segmented into key bandwidths, and which 
recognises the different bandwidth clusters in which DTC services are sold. 
The ACCC therefore finds that the establishment of separate bandwidth 
categories would clearly identify the various categories of DTCS services that 
could be prices in a future access determination. 

(c) NBN traffic is increasingly concentrated at the 121 NBN POIs – with all four 
major transmission providers also all providing wholesale transmission to all 
121 POIs. The ACCC therefore finds that it is not necessary to separately 
identify, and price backhaul services from NBN POIs. 

2.4 Optus considers that the proposed changes to identify key bandwidth markets will 
address many of the problems associated with pricing that arise from the fact that the 
DTCS service has not been reflective of the way wholesale transmission services are 
acquired and used in related downstream markets. This would enable the DTCS to 
better promote the long term interest of end users. 
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 DTCS SERVICE DESCRIPTION 

3.1 Optus welcomes the recognition that the nature of the transmission market has changed 
significantly over time, and that that changes to the DTCS service description are 
warranted. As acknowledged by the ACCC, “The DTCS is becoming increasingly 
segmented into distinct bandwidth categories and mobile backhaul is increasingly 
important as mobile networks extend coverage into more marginal areas.”1 

3.2 The ACCC has therefore proposed a number of variations to the DTCS service 
description, including to:  

(a) Identify distinct bandwidth markets – low, mid-range and high capacity 
transmission services may be sold for differing purposes; 

(b) Identify a separate market for mobile backhaul transmission services – in 
particular, to recognise the unique characteristics of mobile backhaul in 
regional and remote areas; 

(c) Add online ordering and fault monitoring as basic special features of the 
DTCS; and 

(d) Clarify the meaning of the term ‘point of interconnection.’ 

3.3 Optus agrees with the DTCS service description amendments which enable the DTCS to 
align more closely to the way the DTCS is currently being supplied in the market.   

3.4 In general, Optus supports the provision of a separate service classification for 
transmission by commonly acquired speed tiers for low, mid-range and high capacity 
services over different transmission routes. Declaring multiple transmission services 
would give the ACCC greater flexibility to set different price terms for DTCS services 
during the FAD inquiry. 

3.5 Additionally, the ACCC has also varied the service description to include an expanded 
list of exempt exchanges – in line with its revised competition assessment approach – 
and which does not necessarily reflect the changes in the market in recent years with the 
level of market consolidation of both independent suppliers (and acquirers) of 
transmission service. Instead, Optus considers that the weakened level of competition in 
the market may instead give rise to a case to remove exemptions altogether. 

3.6 Even with the presence of four integrated providers, there is no guarantee that 
wholesale services would be offered at efficient competitive prices.  

3.7 Finally, while the current DTCS declaration expires on 31 March 2019, the ACCC has 
also proposed that the commencement of the varied DTCS service description only take 
effect from 1 January 2020 to take into account the period in which the existing DTCS 
FAD continues to apply. At the very minimum, Optus considers this to be a sensible 
approach to ensure the continuity of access pricing during the short term. 

                                                
 

1 ACCC, 2018, Domestic Transmission Capacity Service, Draft Report, December, p.6 
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Changes to the DTCS service description 

3.8 Optus agrees that the DTCS, as currently described, reflects the key elements of the 
relevant services. Concepts like ‘dedicated and not shared’ are integral to the design of 
the DTCS product, and separate transmission services from other regulated bandwidth 
services. Optus also supports the continued regulation of DTCS for all tail-end services. 

3.9 The proposed amendments to the DTCS service description will serve several purposes.  

3.10 First, to update the service description to align it more closely to the way DTCS is 
currently being supplied in the market, including the identification of key bandwidth 
markets and inclusion of additional features that are commonly offered in the market. 

3.11 Optus strongly supports the separate identification of bandwidth categories to reflect the 
following distinct market segments: 

(a) Services for low bandwidth services, typically 2 Mbps lines; 

(b) Medium to high bandwidth ethernet lines, which also includes ethernet 
backhaul to base stations; and 

(c) Very high bandwidth wavelength services that are inputs into carrier services.  

3.12 In particular, the proposed amendments also define the bandwidth categories to include 
transmission rates for: low capacity as between 2 Mbps and 10 Mbps; mid-range 
capacity as between 10 Mbps and 1 Gbps; and high capacity as 1 Gbps and above.  

3.13 Optus welcomes this clarification, as this would also clearly identify the various 
categories of DTCS services that could be priced in a future access determination. This 
would similarly address many of the pricing concerns raised in previous FAD inquiries 
which previously acknowledged that there are different transmission products available 
in the market.  

3.14 Optus reiterates its previous comments questioning the need to add service features into 
the DTCS service description and agrees with the ACCC’s comment that “the DTCS 
declared service should be defined in terms of its basic capabilities, rather than specific 
features.”2 As a general principle, Optus supports regulated service descriptions that are 
as generic as possible to enable the services to continue to apply to changing 
commercial products.  

3.15 While the ACCC currently only proposes to include an online ordering capability and 
service monitoring of faults as basic special features of the DTCS, Optus remains of the 
view that this does not appear necessary.  

3.16 Second, to update the service description to recognise the difficulties of supplying and 
obtaining mobile backhaul, particularly in regional and remote areas. While Optus has 
not provided any specific views on the need to separately identify mobile backhaul as a 
separate DTCS route type, we have previously observed that there is a distinct sub-
market for ethernet backhaul to base stations. These have unique characteristics of 
distance and bandwidth, which are both higher than that observed in the market for 
ethernet transmission lines to non-base stations. Notably, these views were made in the 
context of establishing separate bandwidth categories for consideration within the suite 
of existing DTCS route types. 

                                                
 

2 ACCC, 2018, Domestic Transmission Capacity Service, Draft Report, December, p.39 
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3.17 Third, to update the service description to clarify the definition of ‘point of 
interconnection’ is not precluded by an access seeker using a third party supplier, but 
only where that network is used as an extension of the access seeker’s network. Optus 
supports this change. 

Scope of regulation should not be reduced 

3.18 The revised DTCS service description has also been amended to reflect the outcome of 
the ACCC’s revised competition assessment. While the ACCC has somewhat simplified 
its competition assessment methodology into five steps, it found that when applied to all 
currently deregulated and regulated routes a similar outcome was observed.  

3.19 The ACCC found that all existing deregulated ESAs continue to meet the requirements 
in the proposed test to remain excluded from the scope of regulation. In addition, the 
ACCC proposes to deregulate a further 137 metropolitan and 27 regional exchanges 
where the ACCC is satisfied there is effective competition. 

3.20 Optus reiterates that the approach to excluding routes should be reconsidered given the 
substantial market change that has occurred over recent years, with both horizontal and 
vertical acquisitions and market consolidation. The industry has seen the removal of 
independent suppliers and acquirers of wholesale transmission services, and there are 
effectively only four vertically integrated suppliers of wholesale transmission.  

3.21 As a result, Optus reiterates that even where there are more than three suppliers of 
wholesale transmission, it does not flow that there would be sufficient competitive 
pressure to ensure supply of terms that would not adversely impact downstream 
markets. For example, the ACCC has proposed to identify mobile backhaul as a 
separate transmission route type given the unique characteristics of distance and 
bandwidth, particularly in regional and remote areas; yet this may be undermined given 
the proposed deregulation of additional regional exchanges under the current 
competition assessment criteria. 

3.22 Optus considers that given the proposed changes to the service description, it would not 
be in the LTIE to increase the number of exempt exchanges. This issue is also 
complicated given the transition period as NBN rollout continues and legacy copper 
services start to be disconnected.   

3.23 As a result, Optus considers that changes in the market structure for wholesale 
transmission services and the weakened level of competition in the market may instead 
give rise to a case to remove exemptions altogether. At the very least, to ensure 
continuity and industry certainty, there should be no expansion in the list of deregulated 
routes or exchanges from the scope of regulation.  


