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EXECUTIVE SUMMARY 

1. Optus welcomes the opportunity to provide comments on updating the Domestic 
Transmission Capacity Service (DTCS) to align with the way transmission services are 
commonly sold in the market.  

2. The ACCC has proposed several changes to the DTCS service description for 
consideration. These include: 

(a) Adding additional features to the DTCS service description; 

(b) Specifically identifying the key bandwidth markets for DTCS;  

(c) Identifying mobile backhaul markets as a distinct route type;  

(d) Clarifying the definition of point of interconnection; and  

(e) Adding and adjusting definitions in line with the above changes.  

3. Optus welcomes the recognition that the nature of the transmission market has changed 
significantly over time and that changes to the long-standing services description are 
warranted.  

4. First and foremost, recognition of separate bandwidth services in transmission markets 
will enable the more effective and efficient regulation of the full range of transmission 
services, from 2 Mbps access lines to high capacity trunking routes. Optus strongly 
supports this change. 

5. Importantly, Optus reiterates that concepts like ‘dedicated and not shared’ are integral to 
the design of the DTCS product, and separate transmission services from other 
regulated bandwidth services. We welcome the continued inclusion of these terms in the 
service description. 

6. With regards the competition assessment framework, Optus submits that with the level 
of market consolidation over recent years, there is a strong case to remove exemptions 
all together – that is, to re-regulate the full national market. This view is driven by the 
lack of independent suppliers (or acquirers) of transmissions services. As a result, all 
providers of transmission services have an incentive to favour their integrated 
downstream providers over other acquirers. There is no market-driven guarantee that 
when Optus acquires transmission services from Telstra, Nextgen, or TPG that they will 
offer terms on the same basis as what they supply to their downstream retail units all of 
which are in direct competition with Optus.
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7. In summary, Optus supports the timely review of the DTCS service description. We 
acknowledge that the DTCS service description has remained largely unchanged for 
many years, at a time of immense change in the way in which transmissions services 
are supplied and acquired. 

8. Optus also welcomes the recognition that the DTCS has some key core elements which 
should not change. Namely, the concepts of permanent uncontended (dedicated and not 
shared) must remain to distinguish DTCS from other regulated bandwidth products. 

Adding service features 

9. The ACCC has identified that the suite of DTCS products offered by access providers 
include several additional features, capabilities and levels of technical support.  

10. While we acknowledge the reasons put forward by some stakeholders, Optus does not 
consider there are sufficient reasons to include common service features within the 
regulated service description. As a general principle, Optus supports regulated service 
descriptions that are as generic as possible to enable the service to continue to apply to 
changing commercial products. 

11. We observe that the common service features under consideration appear to be features 
that would typically be negotiated commercially. Optus is concerned that the inclusion of 
commercial features within a regulated service description removes the incentive for 
access providers to compete and differentiate service features. For example, the 
features that are considered enhanced technical support at the time when the service 
description is made are unlikely to be the same at the end of the declaration period. 
Optus queries how one can define enhanced technical support in a way that is flexible 
enough to change over time.  

Identifying key bandwidth markets 

12. Optus strongly supports the ACCC’s acknowledgement of the existence of separate 
bandwidth markets for the supply of DTCS. In particular, the proposed recognition that 
the DTCS is supplied in low, mid-range and high capacities, where: 

(a) Low capacity is a transmission service between 2 Mbps and 10 Mbps; 

(b) Mid-range capacity is a transmission service between 10 Mbps and 1 Gbps; 
and 

(c) High capacity is a transmission service above 1 Gbps. 

13. Optus believes that the proposed change 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. The single DTCS service encompassing all forms of data transmission – from 2 
Mbps local lines to 100 Gbps inter-capital express trunking links – into one declared 
wholesale service has not led to optimal pricing across the full range of transmission 
products. The proposed changes would enable the DTCS to better promote the LTIE. 

14. If the ACCC retains the view that there is a single market for DTCS services, we repeat 
that the DTCS analysis must be focused on 2 Mbps services. These 2 Mbps services 
represent over 50% of the total transmission services in the market.  
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15. But the better approach is the approach proposed by the ACCC. Market evidence clearly 
demonstrates that there are clear breaks in the supply and demand substitution between 
the transmission products in low, mid-range and high capacities.  

16. Importantly, these changes will provide the flexibility for various categories of DTCS 
services in relevant markets to be priced in the next access determination. Optus agrees 
with the ACCC that the proposed bandwidth changes would assist in clearly identifying 
the various categories of DTCS services that could be priced in the next access 
determination – including the option of utilising different pricing methodologies for 
different bandwidth classes. 

17. Optus submits that declaring multiple transmission bandwidths would promote the LTIE 
through:  

(a) Promoting competition in downstream markets by enabling wholesale inputs to 
better reflect the true cost of supply; and  

(b) Encouraging efficient use of, and investment in, infrastructure through setting more 
efficient price signals that better reflect build-buy considerations. 

Broadening definition of point of interconnection 

18. The ACCC notes that the issue of using third party transmission networks to extend an 
access seeker’s network was raised in the last declaration inquiry and that subsequent 
market consolidation could arguably make such an arrangement more common.  

19. Optus sees merit in the ACCC’s proposed changes to the definition of point of 
interconnection. We observe that this could increase competition (in an increasingly 
concentrated market) by allowing access providers to combine multiple transmissions 
segments acquired from different access providers.  

20. Optus observes that the problem being addressed (i.e. interconnecting between 
unregulated transmission links and regulated tail-ends) arises due to the mix of exempt 
and non-exempt routes. The problem also arises due to the technical limitations of the 
TEBA product, which could have the effect of preventing an access seeker connecting 
non-Telstra wholesale transmission with Telstra wholesale transmission links. 

21. We recognise that the use of an additional provider in the supply chain would increase 
costs and introduce additional complication. In saying that, given the increased 
concentration in the wholesale transmission market, increasing the ability of access 
seekers to acquire transmission links (or parts thereof) from multiple suppliers is likely to 
lead to positive outcomes. 

22. The competition criteria applied during the 2014 Declaration Inquiry considered that 
“there had to be a minimum of three fibre providers at, or within close proximity, to a 
Telstra exchange.”1 Once this initial threshold was met, the ACCC then applied several 
additional quantitative and qualitative assessments to determine whether there was 
sufficient evidence to be able to withdraw regulation in those ESAs or routes. 

                                                           
1 ACCC, 2014, Domestic transmission capacity services, Final Report on the review of the declaration for the DTCS, 
March, pp.9-10 
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23. As a result, the ACCC concluded that in effect “there will a total of 200 metropolitan 
ESAs and 27 regional routes that will be excluded from regulation.” 2 Each of these 
exempt ESAs were also specified in the final decision. 

24. Optus consider that this view will need to be reconsidered in the context of the 
substantial market change that has occurred over recent years. 

25. There have been considerable changes in the market in recent years, most notably the 
removal of independent suppliers and acquirers of wholesale transmission services. As 
a result, Optus submits that the level of competition in the market is sufficiently weak as 
to justify the regulation of the whole market. 

26. Optus submits that the focus on the number of providers (we observe the maximum in 
the market is effectively four) is a moot issue given the vertical integration of all suppliers 
of wholesale transmission. That is, 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 on terms that would not adversely impact downstream 
markets.  

27. The DTCS market structure has fundamentally changed over the last decade, with large 
scale acquisitions and consolidations both horizontally and vertically. The development 
of the transmission market structure is shown below in figure 1.   

28. Prior to the current consolidation, there were numerous independent sellers and 
acquirers of wholesale transmission services – together with the three larger vertically 
integrated supplier Telstra, Optus and TPG. The market consolidation over recent years 
has resulted in a market structure dominated by the now four large vertically integrated 
transmission providers – Telstra, Optus, TPG and Vocus. There remains only one 
material independent acquirer of transmission services (VHA) and no independent seller 
of transmissions services. The proposed merger between TPG and VHA would remove 
the last independent acquirer, and it is expected that during the period of this declaration 
there will be no independent provider or acquirer of wholesale transmissions services. 

Figure 1  Market consolidation in wholesale transmission market 

 

Source: Optus 

                                                           
2 ACCC, 2014, Domestic transmission capacity services, Final Report on the review of the declaration for the DTCS, 
March, p.11 
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29. In previous declarations, competition was driven by the presence of alternative 
independent wholesale transmission providers, for example, AAPT, Nextgen and Pipe. 
The competitive pressure from these alternative providers was geographically limited. As 
a result of the geographic nature of competition, previous DTCS competition 
assessments focused on assessing competition in specific areas (based on Telstra 
ESAs). We note that a route-based geographic competition assessment appears 
contemplated in the current declaration inquiry. 

30. However, a geographic competition assessment assumes that effective competition can 
be present where there are sufficient providers on a specific route. Optus submits that 
this is no longer the case. Even with the presence of all four integrated providers, there 
is no guarantee that wholesale services would be offered at efficient competitive prices. 
For example, should Optus wish to acquire transmission services at a base station 
where TPG has a fibre link; TPG would consider the impact that greater bandwidth for 
Optus would have on its downstream mobile network (incl. VHA). TPG would not 
necessarily offer its best rate (i.e. incremental cost) where it would provide Optus an 
advantage in the downstream mobile market. 

31. The impact of greater vertical integration has been recognised by the ACCC, which 
warned against further integration in the transmission market during the TPG-iiNet 
merger in 2015: 

Given that most of the major transmission suppliers are vertically integrated, 
non-integrated suppliers are important to competition in wholesale 
transmission. They help facilitate retail competition, including by lowering 
barriers to retail entry and expansion. Accordingly, the ACCC would be 
concerned about any future acquisition by one of the large four retail service 
providers that would remove an important independent supplier. 

32. The ACCC also noted that the 2016 merger between Vocus and Nextgen “removes a 
significant non-vertically integrated supplier of wholesale transmission services.” 

33. Optus submits that the number of transmission providers on a given geographic route is 
not the determining factor when assessing the level of competition. Since all providers of 
transmission services are now integrated, there is no guarantee that the mere presence 
of multiple suppliers would result in efficient and competitive wholesale transmission 
prices. Optus does not see the merit in deregulating specific transmission routes. There 
is merit in applying the DTCS across all routes nationally. 

 


